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AMERICAN TRADE UNIONISM AND SOCIAL INSURANCE 


Presidential address delivered at the Forty-fifth Annual Meeting of the American 
Economic Association, Cincinnati, Ohio, December 29, 1932. 


The past ten years have seen changes of amazing magnitude in the 
organization of American economic society. It is of one of these funda- 
mental alterations that I wish to speak this evening. There are doubtless 
other changes of a more spectacular kind, but I doubt whether any other 
is of more permanent import, both in practical results and in theoretical 
interest. The change to which I refer is the lessening importance of 
trade unionism in American economic organization. 

I have recently compiled the statistical material relating to the mem- 


tbership of American trade unions,’ bringing down to 1930 the figures 


which I had previously tabulated in 1914, covering the period from 


11897 to 1914, and again in 1921, for the period from 1914 to 1921.’ 


The three studies taken together cover a period of over thirty years. 
I have already explained in published articles the sources of the material. 
The method used in the present study is identical with that of the 
arlier compilations, and I shall not take time to describe it here. 

The salient fact which emerges from these three studies may be briefly 
tated. American trade unionism had always previously shown growth 
in periods of prosperity. From 1897 to 1904, the membership increased 
from a half million to two millions, quadrupling in seven years. The 
novement had reached its end in the latter year and another forward 
larch did not begin until 1910. From that year until 1913 the mem- 
ership increased nearly 50 per cent. The outbreak of the European 
Var brought a slight recession; but in 1915 the upward movement was 
esumed, and from 1915 to 1920 the membership doubled, reaching in 
920 a total of nearly five millions. Undoubtedly a large part of this 
ain in membership was ephemeral, and it was to be expected that a 
onsiderable falling off would follow. By 1924 the membership had 
ropped to three and three-quarter millions. It is the years from 1924 


The tables are appended at the end of this article. 

‘“Growth of Labor Organization in the United States, 1897-1914,” Quarterly Journal 
if Economics, vol. xxx, pp. 780-846; “The Present Position of American Trade Union- 
sin,” American Economic Review, Supplement, vol. xii, no. 1, Mar., 1922, pp. 44-55. 
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to 1929 which invite attention. By all the experience of the past, an 
increase of membership should have occurred in these years of plenty. 
But it did not. In 1929, the membership was the same as in 1924, 
Moreover, the figures for membership probably exaggerate the strength 
of trade unionism in 1929. It is characteristic of this statistical series, 
that there is always a lag. In periods of rising membership, the figures 
do not fully reflect the increase and in periods of falling membership 
they do not fully measure the decline. Moreover, the increase of 75,000 
in public-service trade unions from 1924 to 1929 can hardly be counted 
as an increase in trade unionism in the narrower sense, since these 
unions do not us traditional devices of trade unions. It may safely 
be said that the American trade-union movement in 1924-29, for the 
first time in its history, did not reflect a great period of prosperity by 
a growth of membership 

The full explanation of this phenomenon is not easy, and doubtless 
many factors are responsible. The first explanation which suggests itself 
is that the area within which American trade unions operate successfully 
has narrowed relatively to the whole field of occupations. The census 
of occupations throws light on this point. From 1920 to 1930, the 
total number of gainful workers increased from 41.6 millions to 48.8 
millions, a gain of over seven millions or approximately 17 per cent. 
Of these the gain in trade, professional service, domestic service and 
clerical occupations account for over five millions; in manufacturing 
and mechanical trades (including the building trades), mining, trans- 
portation and communication, the traditional strongholds of trade 
unionism, less than two millions of the newcomers found placement. The 
growth of the first four groups of industries were at the rates respec- 
tively of 40 per cent, 50 per cent, 45 per cent and 80 per cent, while in the 
great fields in which trade unionism has been able to establish itself 
successfully the 1 ; of growth were 10 per cent, —10 per cent, and 20 
per cent. To put the matter in another way, if we exclude agriculture, 
which showed a slight decrease, forestry and fishing, a stationary group, 
and public service, which showed some gain, the fields in which tradg 
unionism has be iccessful showed an increase in gainful worke 
of slightly over 11 per cent, while the occupations in which trade union 
ism has never bs trong showed a gain of 40 per cent. 

These occupational changes are in striking contrast with those from 
1910 to 1920. In that period the gain in the occupations in which trad 
unionism is effective was at practically the same rate as the gain in thf 
non-organized groups 

American trade unionism remains today as it was 80 years age 
largely confined to the occupations included in the three census categorie 
of mining, manufacturing and mechanical, including the building trade 
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and transportation. Even in the greatest period of trade-union ex- 
pansion from 1915 to 1920 when nearly 2.5 million members were added, 
an insignificant part of this increase came from occupations outside the 
old field. It was an intensive cultivation of an already occupied area. 
If American trade unionism had retained in 1930 its control of the 
fields in which it has successfully operated, it could have shown only a 
small increase over 1920. That trade unionism has not been able to 
expand into trade, clerical occupations, domestic and professional serv- 
ice is no more a problem now than it was in 1910 or in 1920. The 
reasons, or at any rate part of the reasons, are closely connected with 
the relation between employer and employee and the size of the business 
unit. Where in these occupational divisions the situation approximates 
that in manufacturing, as for example, in the theaters, trade unionism 
has shown vitality; but the number of such situations has been and re- 
mains small. 
But the failure of American trade unionism to increase its member- 
ship during the period under consideration is not due solely to the 
shifts in occupational groups which have occurred. Within the field 
traditionally covered by trade-union organization, changes have taken 
place which have operated powerfully against the advance of trade union- 
ism. In 1980, in the three fields—minerals, manufacturing and mechani- 
cal, and transportation and communication—there were employed nearly 
19 million persons as against 17 millions in 1920. These great occupa- 
tional divisions cannot be regarded, however, as homogeneous; and it is 
necessary to break them down into smaller categories if an understand- 
ing of what has happened is to be had. 
» The field of manufacturing and mechanical occupations includes two 
radically distinct kinds of occupations—the building trades and the 
manufacturing trades. The history of these two from 1924 to 1930 

as entirely different and throws light on our problem. The number of 
persons engaged in the building industry cannot be exactly ascertained 
from the census, but such evidence as there is points to an increase in 
he decade of probably 10 per cent in these occupations. The building 

rades unions increased their membership from 845,000 in 1924 to 
952,700 in 1980, an increase certainly fully proportionate to the gain 
n the persons employed in these occupations. In 1980 the membership 
n the building trades was 25 per cent of the total membership of 

merican trade unions, while in the year 1922 it was slightly over 20 
per cent. In 1980, the building trades membership was a larger per- 
entage of the total membership than at any previous period. There 


vas not in 1980 any diminution in the power of the building trades 
bnions. 


The strength of trade unionism in the other group of occupations 
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included in the ifacturing and mechanical trades perceptibly 
diminished from 1924 to 1930. The explanation of this decline is some- 
what complicated. It is possible, as has been suggested by some, that a 
part of this diminu ias been due to the growth of large corporations. 
Unfortunately tl othesis cannot be fully tested by the available 
statistics, since 1 hanging proportions of persons employed by the 
so-called large corporations cannot be ascertained for the occupational 
groups represented the various trade unions. It seems probable, 
however, that some « he decline is due to this factor. For example, 
the Bakers have undoubtedly suffered in influence from the transfer of 
the baking industry from small shops to large factories controlled by 
the great corpora s of the baking industry. It seems probable that 
the metal trades ns have suffered from the same cause. 

But any caref mination of the fortunes of the individual unions 
in this group re\ nother factor which far outweighs in importance 
the extension of the great corporation. The rapid introduction of labor- 
saving machinery accompanied as it almost always is by the replace- 
ment of skilled labor with unskilled has lessened the membership of many 
of the most important American trade unions. The only great group 
of trade unions in the manufacturing industries which increased its 
membership in the period under review was the printing trades section, 
which has suffered itively least from this factor. Consider briefly 
the trade unions included in my compilations under the heading “Chemi- 
cal, Clay, Glass and Stone.” The Flint Glass Workers in 1915 had 
nearly 10,000 members, a membership which they retained until 1921; 
at present they |! than half as many. The Glass Bottle Blowers 
have suffered a s r decline. The Operative Potters have declined 
from 8,000 in pre-war years to 5,800 in 1980. The various unions in the 
Window Glass trade, once a powerful aggregation, have almost entirely 
disappeared. The « e trade-union membership in the Chemical, Clay, 
Glass and Stone 1 s is today far less than it was in 1915. No con- 
siderable loss in rroup can be attributed to the growth of large 
corporations. In practically all of these trades the loss is traceable 
directly to the in n of labor-saving and skill-destroying machinery. 
Very few unions in the manufacturing trades have escaped some loss 
from this cause. The Cigar Makers report a membership in 19380 of 
15,000; in 1924, they had nearly 80,000; and in 1915, 40,000. The 
Molders, who in 1924 had 34,000, now report 20,000. In all of the unions 
enumerated labo: ng machinery has been introduced. 

The American trade unions with few exceptions have been built on 
the skilled craftsman. Where skill survives, as in the printing trades, 


unionism maintains raditional influence. In the semi-industrial unions 


—such as those in 1 thing trades—the introduction of machinery 
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through the diminution in the number of workers has lessened the mem- 
bership of the unions, but their strength in proportion to the number em- 
ployed remains relatively high. But elsewhere the destruction of skill 
has meant the decline in trade-union influence. 

The case of the soft coal miners has been somewhat different. It has 
not been so much technological improvements in the trade which has 
lessened the strength of the union, as the replacement of coal as fuel 
and energy-producing material, and technological changes which have 
lessened demand by increasing the power and heat-producing effect of 
coal. In the trades producing substitute sources of power no effective 
trade unions have developed. 

The trades engaged in transportation and communication furnish 
another illustration of the working of the same forces. In order to un- 
derstand the history of the trade unionism in this group of occupations 
it is necessary to divide the workers into two parts as they are employed 
by the railroads on the one hand and by other agencies on the other. 
The railroad unions experienced an enormous growth during the war 
period. The total number of organized railroad workers almost doubled 
from 1915 to 1921. Since then there has been a slow decline, due chiefly 
to the introduction of labor-saving methods. All the operating brother- 
hoods show decreases in membership since 1924. Fewer men are needed to 
move the same amount of tonnage. The whole group of persons engaged in 
transportation and communication increased from 3.1 millions in 1920 
to 3.8 millions in 1980. A large part of this increase was due to the in- 
creasing use of the automobile and truck as an agency of transportation. 
But the one great union representing this new form of transportation— 


} the Teamsters—has shown only a very moderate growth since 1923. The 
) Street and Electric Railway Union has shown a small decline, fully ac- 
; counted for by the decrease in the numbers engaged in this service. 


We can summarize the history of American trade unionism in this 
period of prosperity as follows: 

(1) The increase in the number of occupied persons was predomi- 
nantly in fields in which trade unionism has never been able successfully 
to organize any considerable number of persons. 

(2) Within the traditional field of trade unionism, the loss in many 
unions has been heavy owing to the introduction of labor-saving and 
skill-destroying machinery. The latter feature of the movement has been 


particularly important. 


(3) Much the same effect has been caused by technological improve- 
ments which have lessened the markets for goods produced by unions 
of skilled craftsmen. 

The history of American trade unionism in the past 80 years is 
roughly epitomized by the figures for the per cent which trade-union 
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membership is of the whole number of persons gainfully employed. In 
1900, it was 8 per cent; in 1910, 5.6 per cent; in 1920, over 12 per cent; 
and in 1980, 8 per cent. 

We may briefly summarize the present situation as follows: American 
trade unionism is slowly being limited in influence by changes which 
destroy the basis on which it is erected. It is probable that, changes 
in the law have adversely affected unionism. Certainly the growth of 
large corporations has done so. But no one who carefully follows the 
fortunes of individual unions can doubt that over and above these in- 
fluences, the relative decline in the power of American trade unionism 
is due to occupational changes and to technological revolutions. 

It would be interesting to speculate on the possibility that American 
trade unionism as a whole could organize on some other basis than that 
on which it has organized itself from the beginning of its history. It 
is possible that something like the Knights of Labor may emerge and 
dominate American trade-union organization. Many writers have coun- 
seled the leaders of the American trade-union movement to abandon their 
present forms of organization and to move in the direction of industrial 
trade unionism. There are no indications that anything of this kind f 
will happen in the near future. The changes—occupational and techno- f 
logical—which checked the advance of trade unionism in the last decade 
appear likely to continue in the same direction. It is hazardous to 
prophesy, but I see no reason to believe that American trade unionism 
will so revolutionize itself within a short period of time as to become 
in the next decade a more potent social influence than it has been in the 
past decade. This is by no means to say that trade unionism in the 
United States is on its way to insignificance as a social factor. 

If then we may take it as probable that trade unionism is likely to 
be a declining influence in determining the conditions of labor in general, 
it is pertinent to inquire briefly what effect this change is likely to 
have upon the development of the conditions of labor in the United 
States. During the last 50 years, economists, with a greater approach 
to unanimity than is customary among us, have assigned to trade 
unionism a highly beneficent réle in the development of a sound economic 
structure. It is true that there have been differences in emphasis upon 
the different aspects of the work which a sound trade unionism is assumed 
to do. In the main, however, these may be reduced to two lines of thought. 

The first school, if I may so dignify the matter, has assumed that 
the weakness of the laborer in bargaining puts him at a disadvantage 
in dealing with his employer and that a fair wage emerges only between 
parties of equal bargaining power. The trade union, it is argued, furnishes 
the needed addition to the bargaining power of the laborer. This form 
of apologia goes far back in the literature and is sanctioned by many 
honored names, 
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The second school of thought conceives the trade union more as 
an instrument of social progress, and less as a means of redressing 
the balance in individual situations. The argument runs somewhat as 
follows: The labor contract in recent years has become more complex 
than formerly. It embraces not merely the monetary element ordinarily 
known as wages but the non-monetary elements of the amount of em- 
ployment, accidents, occupational disease, etc. It is primarily the 
business of trade unionism to establish the conditions surrounding these 
non-monetary elements in the labor contract. When these are standard- 
ized for a particular trade, the strictly monetary element of wages will 
need less effort. Moreover, and this is perhaps the most important part 
of the argument, these non-monetary elements can ordinarily be brought 
into standard form only for labor as a whole by legislative action. 


) The réle of the trade union should be to experiment with and establish 
) these standard conditions in the non-monetary parts of the labor con- 
) tract. Compensation for industrial accidents and disease, standardiza- 
n their |} tion of the hours of labor, unemployment insurance, old-age pensions 
ustrial § 
is kind 


-echno- 


established and regulated by the state constitute the goal toward which 
the trade union is to be the formative agency. 
If the foregoing views are correct, the failure of trade unionism to 


) expand may be partially offset by the adoption by the American states 
of systems of compulsory social insurance. To be sure, the problem 


of exploited labor in certain industries seems impossible of solution in 


' the face of the decision of the Supreme Court that minimum wage laws 
are unconstitutional. But the setting up of systems of social insurance 


in the fF would enormously improve the bargaining power of labor. 


The trade-union movement in the United States has in the past by no 


trade unions have made notable contributions in this field. The system 
of old-age pensions in the printing trades, and the unemployment in- 
surance scheme developed by the Amalgamated Clothing Workers have 
been important experiments. It was only natural that trade-union leaders 
should for so long have indulged the proud hope that the trade unions 
could themselves adnunister adequate systems of insurance. But the 
recent declarations of the American Federation of Labor can leave no 
doubt that the position of American trade unionism has changed. 

The greater part of the large corporations in this country have 
maintained systems of old-age pensions for their employees; and some 
of them have attempted to establish systems of unemployment insurance. 
The need for such provision is clear to their minds. Is it not obvious to 
both business men and workmen that piecemeal attempts to provide 
for such contingencies as unemployment and old age fail to meet the 
situation? We are dealing here with a social problem and not a problem 
of an individual trade or business. The events of the past three years 
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have spoken elo y in favor of this view. May we not hope that the 
decade before u 


upon the legislat 
systems? 


mployers and trade unions jointly urging 
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THE BEARING OF RECENT TARIFF LEGISLATION 
ON INTERNATIONAL RELATIONS 


Paper presented at Forty-fifth Annual Meeting of the American Economic 
\ , Cincinnati, Ohio, December 30, 1932. 

As evidenced by I of Nations Covenant and the Kellogg Pact, nations 
are endeavoring t rid for peace. Recent years have been characterized 
by increasing prot ll countries. National tariffs affect, sometimes disas. 
trously, other natio: e enacting the tariffs. Injured nations have no effective 
remedy except war. irious international effects of tariffs are indicated by the 
representations of 3 tions against the Act of 1930 and by the case of Japan, 
Hitherto the right nation to enact such tariffs as it pleases has gone unques- 
tioned in internati Because of the inconsistency of this alleged right with the 
League of Nations | t and the Kellogg Pact, it may now be questioned. If 
nations desire to make effective their world peace organizations, tariff legislation 
must be made subject t rnational law. 

On July 28, 1919, as a result of the Great War, nearly all the nations 
of the world signed Treaty of Versailles which brought into being 
the League of Nations. The League had many purposes, but perhaps 
the foremost professed purpose was to organize the world for peace. 
During the war men endured it only because they believed that it was 
the “war to end war.” At its close, with a sense of almost intolerable 
relief, men said, “never again.”’ 

The United States, though the League was largely the work of Presi- 
dent Wilson, did not enter the League. Still, the sentiment against war 
was hardly less strong in the United States than in other nations. 
Men, and especially women, felt that some positive action must be taken, 
and great pressure was brought to bear on a rather reluctant government 
to do something. Th sult of this pressure was the Kellogg-Briand 
Pact. This Pact, outlawing war as a method of solving international 
disputes, was signed by fifteen nations in Paris on August 27, 1928, 
and ratified by the United States, January 15, 1929. Like the League 
of Nations Covenant it has since been signed by nearly all the great 
nations of the world, including Japan and China. 

Were it not fo ynic’s dictum that “speech was given us to con- 
ceal our thoughts” we might almost be persuaded that the people of the 
world and even th overnments had resolved that war should cease. 

In 1922 the United States passed a tariff act greatly raising duties 
all along the line above the rates of 1918, and still further increased 
duties in 1930. Italy, France and other countries have also raised their 
duties on imports. China has proclaimed tariff autonomy, and did in fact 
increase rates on imports beginning with 19380. More recently England 
has departed from her time-honored free-trade policy and joined the 
other nations of the world in enacting a protective tariff. Canada has 
raised higher her tariff walls, and the recent conference of the British 


dominions in Ottawa is in effect a movement to make the British Empire 
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a tariff-protected nation against the rest of the world. In short, the 
years since the Great War have been years of an increasingly aggressive 
protectionism. 

Is there any pertinence in bringing into juxtaposition the League 
of Nations and the Kellogg Pact on the one hand and this tariff legisla- 
tion on the other? I think there is. Let me illustrate. 

Some years ago a nephew of mine attended a banquet in London. 
It was the anniversary service of the French hospital. The hospital 
was founded over two centuries ago as a home for indigent French 
Huguenots and their descendants. The ancient ceremonies are preserved 
intact—among them the passing of the loving cup. The toastmaster 
sits at the center of the high table. A waiter comes in with two big, 
covered, loving cups. “What have you there, sir?” “Two loving 
cups, sir.” “Mr. Secretary, what do these loving cups contain?” “Wine, 
sir, the finest wine of France. It remains for you, sir, to add the cordial, 
a cordial welcome to our guests.” The toastmaster then takes the cups 
and starts one to his right and one to his left. If properly done they 
should come back to him at just the same time. The system is a bit 
complicated. When you are to drink, your right-hand neighbor stands 
and hands you the cup. You take it, and he removes the cover with 
his right hand and holds it while you drink. This, my nephew was in- 
formed, was to make it impossible for him to slip a knife into your back 
while your nose was in the cup, an accident which seems to have been 
rather common in those brave old days. After you have drunk, you 
wipe off the cup with your napkin, he puts the cover back, and you 
turn and go through the same ceremony with your left-hand neighbor, 
who has been standing and guarding you from accident all the time. 

Is there something in this narrative suggestive of Kellogg pacts and 
Smoot-Hawley tariffs? 

In the controversy that has raged ever since the time of Adam Smith 
between protectionists and free traders, the point at issue has been 
the effect of tariff duties on the countries that levy them. Is or is not 
a tariff a benefit to the tariff-protected nation? 

This straw has been threshed so long that I fear I can get no more 
grain out of it. This much may be said. If a tariff has the effects which 
free traders say it has, and the people—having full franchise—are fools 
enough to maintain it, they deserve about what they get. They have the 
remedy in their hands. 

Not so the people whom I am about to consider. The people in a 
foreign country who are made to suffer from the tariff sins of their neigh- 
bors do not have the remedy in their own hands. They are helpless, and 
that is the more exasperating. 

Let us see just what the effects of a tariff are in the country against 
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which it is levied. In the country which enacts a protective tariff it cuts 


down imports and compels the people, if they would still have the articles 
formerly imported, to produce them themselves. They may produce them 
with a good deal more difficulty than they produced the articles which 
they previously exchanged for them, but that is no matter. As they 
passed the tariff of their own free will, this may be assumed to, be pre- 
cisely the result which they desired. 

Correlative with the decrease of imports into the country which levied 
the tariff, is a decrease in exports from the country which the tariff 
was levied against. The decrease in exports diminishes purchasing power 


formerly relied on to buy imports, and the people, if they would have 
the articles which they formerly imported are also compelled to make 


them themselves—a result which they very possibly do not desire at 
all, but against which they have no final alternative except war, and 
they are supposed to be debarred from war by the Kellogg Pact. 


No final alternative. They may make representations through the or- 
dinary channels of diplomacy, they may enact retaliatory tariffs, they 
may institute boycotts. Judging by the experiences of the Act of 1930 


against specific items in which 36 nations made representations, this 
5 
procedure is of little avail. The interests which press for tariff legislation 


are for the most part business men who are little disposed to give con- 
sideration to the representations of their own people, as witness the re- 
ception given to the petition presented by over 1,000 economists against 
the tariff acts of 1930. Much less are they disposed to abate their greed 
because of any injury which the tariff may bring to the people in foreign 
countries. Retaliatory tariffs and boycotts are likely to injure the nation 
that enacts them quite as much as the nation against which they are 
enacted. It has been humorously said that when the United States in- 
stituted an embargo in 1807, and had persisted in it for some months, 
her diplomatic representations to England at that time boiled down 
to this, “We shall persist in this embargo three months longer, and if 


at the end of that time you do not come to our terms, we shall repeal 
it, because it is hurting us too much.” 

Practically, a nation has no effective, peaceful method of saving itself 
from the injury which a foreign nation may at any time inflict upon 


it through a tariff. And this injury may be very great. 

Here I wish to distinguish between tariffs of long standing and sud- 
den changes in the tariff. From the standpoint of economic theory we 
economists generally teach that all nations would be better off in material 
wealth under universal free trade. To a permanent and established 
tariff policy of other nations any nation can adapt itself as to adverse 
conditions of nature, but a sudden change may effect a devastation 
eqral to that of an invading army. 
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Let me illustrate by a hypothetical case. We will suppose a nation to 
which nature has been most bountiful in a few particulars but most 
niggardly in others. It is, let us say, well provided with water power 
and minerals. On the other hand, it is mountainous and rather poorly 
supplied with arable land. Let us further suppose that this nation 
lives in complete isolation from the rest of the world. Just as a chain 
has only the strength of its weakest link, so under the conditions pro- 
posed, population will increase up to the limit set by its agricultural 
possibilities. It will necessarily have a rather small population, but, 
if the people are enlightened and restrict their numbers well within the 
limits set by its arable land, it need not be unprosperous. 

Now let us suppose that it emerges from its seclusion and enters into 
trade with the rest of the world. Making use of its manufacturing 
advantages, it can exchange manufactured products to an almost un- 
limited extent for food and double or treble its population and still 
maintain or improve its standard of living. 

Now let us suppose that other nations in the exercise of sovereignty, 
and wishing to develop manufactures in their own countries, enact 
virtually prohibitory tariffs. Am I exaggerating when I say that the 
devastating effect of such action would equal that of an invading army? 
The people would starve until the population had been again reduced 
to the limits set by the arable land. 

I have drawn an extreme case but one not altogether fanciful, as I 
shall presently show. 

What I wish to show here is that the disastrous effects of a tariff 
do not end with the country that enacts it; and the knowledge that 
tariffs of other countries may be changed overnight keeps every country 
in a perpetual state of nervous irritation—a psychic state unfavorable 
to international peace and good will. 

I recently had the privilege of reading a manuscript by Dr. Hall in 
which he endeavored to measure the effects of our Tariff act of 1980 
in diminishing imports. Of course the great falling off in imports fol- 
lowing this act was not all caused by the Act. There were many other 
factors. However, Dr. Hall attempted to isolate the direct and some of 
the indirect effects of the tariff. Out of a total falling off of $696,000,000 
between the calendar year 1929 and the year October 1, 1930 to Oc- 
tober 1, 1931, he showed that $316,000,000 may be fairly attributable to 
the tariff. 

Now this $316,000,000 decline in our imports was a $316,000,000 
decline in the exports of other countries. It of course affected other 
countries very differently, some more, some less. But in every country 
in which its effect was appreciable it meant maladjustment of business, 


| 
4 
4 
= 
Sa 
# 


20 Philip G. Wright [ March 


the throwing of men out of employment, idle plant and machinery and 
the possible closing of factories. 

Such effects were anticipated while the Act was winding its sinuous 
way through Congress. No less than 36 nations made diplomatic repre- 
sentations through our Department of State pointing out the injury 
which the Bill, if it | e law, would do their industries. These.repre- 
sentations have all been printed in full in a Senate document, entitled 
Foreign Communications, being Volume XVIII of the Hearings on the 


Tariff act of 1929 
Austria protest 


reased duty on Fourdrinier wires, glue, ladies’ 


handmade, fancy s, and Gobelin tapestry. Belgium protested the 
increased duties on glass, glue, cement, floor coverings, and flax manu- 
factures; Czechoslovakia, on glass, leather, flax, hemp, jute, agate but- 
tons and lead pencils; Denmark, on butter and cheese; France on mush- 
room preserves, gloves, laces and silk goods; Great Britain (represent- 
ing Bermuda), on « y, lettuce, onions and potatoes; Greece, on rugs, 
currants, olive oi | olives; Italy, on canned tomatoes, tomato paste 
and olive oil; Japan, on silk, pottery, hit-or-miss rugs, dolls, and imita- 
tion pearl beads; the Netherlands, on glassware and tulip bulbs; Spain, 
on onions and cork ; Sweden, on matches and rough granite; Switzerland, 
on watches and embroidery. These are only a few of the proposed in- 
creases in duty agai ch representations were made. 

In all cases the injury which these duties would inflict on the country 
making the protest was pointed out. 

In the Czechoslovakian communications we read, 

The trade between the United States and Czechoslovakia may be negligible 
to the United States. To Czechoslovakia it is very important. The adoption 
of the proposed tarit ld of necessity throw thousands of people into the 
ranks of the unemployed and bring a crisis to Czechoslovakian industry, caus- 
ing a general depr . and of necessity decreasing the buying power of the 
people and diminishi ports even of the most necessary articles. 

Great Britain, in her memorandum in behalf of Bermuda, writes, 
Bermuda’s market lening has been developed solely with the object of 
providing the New York market with winter-grown vegetables, and any seri- 
ous curtailment of trade will cause great hardship to her market gar- 
deners. 

Greece writes, 

In conformity with the provisions of the treaty of Lausanne the refugees of 
Hellenic extraction who came from Turkey and settled in Greece amounted to 
1,500,000. To a tota pulation of 5,000,000 was added 1,500,000 refugees 
totally without resources. A great number of these refugees are employed in 
The Act did not | law until 1930. At the time the Senate document was pre 


pared, however, it was ex ed that the Act would be passed in 1929. 
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the carpet industry which they brought from Turkey. . . . A heavier taxation 
on rugs, the manufacture of which is an exclusive refugee industry, will have a 
disastrous effect on the well-known efforts of Greece to establish these refugees 
and make them self-supporting. 


This from Japan, 
The proposed increase in the House tariff bill affects Japanese products of 
many varieties. Examination of a score or more of representative articles thus 
affected indicates advances of from 5 per cent to 200 per cent... . . Engaged 
in producing these articles, chiefly designed for export to the United States, 
there is a large number of workers throughout Japan. To them a prohibitive 


American tariff spells loss of livelihood; to American labor no added em- 
ployment. 


nanu- Finally, this from Switzerland, 

» but- The bill in its present form contains enormous increases in duties affecting 
nush- the two nationally and economically most important industries of Switzer- 
sent land, to-wit, the watch and embroidery industries. The former provides the 


principal means of living for large districts of western and central Switzer- 


rugh land; the latter forms the main basis of existence for the whole of eastern 
paste Switzerland. . . . The proposed increases in duties concerning these products 
imita- would affect nearly exclusively Switzerland, injuring her industry very seri- 
spain, ously. 


It may well be that some of these representations were overstated. 
However, the fact that the representations were made is evidence of the 
state of insecurity which nations feel lest their industries, indeed, the 
very existence of numbers of their people, be jeopardized by sudden 
tariff changes by other nations. Nationalistic tariff policies keep all 
nations on the tenterhooks. They may seldom lead directly to war, but 
they are a smoldering fire that may break into war. Amidst the ceremoni- 
ous drinking of covenant and pact loving cups they are the knife which 
every nation holds concealed ready to slip into a neighbor’s back. 

And in the present status of international law there is no court of 
appeal, no tribunal, above both the aggressor and his victim, to pass 
and execute judgment. On the contrary, both the aggressor and his 
victim cling to the illusion of sovereignty as to their pearl of greatest 


ject of price. The right to levy tariffs, each in its own interest without regard 

ny seri- to the ruin which these acts may bring to the world, is more jealously 
et gar- guarded than a mediaeval baron guarded his wife. 

This provision, or rather this lack of any explicit provision, in the 

code of international law was most admirably explained by ex-Secretary 

of Hughes in his address at the Pan American Congress in Havana on 

ee ‘. February 18, 1928. He said in reference to a clause proposed by the 

efugees Chairman of the Delegation from Argentina, a clause which to some 

loyed in extent would make tariff legislation a matter of international concern: 

was pre In our discussions it appeared that the United States of America did not 


cherish its sovereignty any more than the other American republics cherished 
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theirs. The right to protect the people of a country in determining what goods 


shall enter a country, what duties shall be imposed, or what export taxes 
shall be imposed, is of the essence of sovereignty. Each of our countries has 
provisions relating to the import and export of products and raw materials 
which it thinks are essential and well-devised. They may be debated, they may 
be the subject of internal discussion, but the legislation in these respects 
through the parliaments or the congresses of the nations, represents the 
sovereign will. 

If any particular country has a question with another country as to particu- 
lar goods or duties or taxes, the way to approach the subject, it would seem 
to me, would be through negotiations and through the presentation of facts 
which can reach the proper legislative authority. And such facts may be con- 
sidered by each country as it determines its action as to its exports and 
imports. (Italics min 

They may be considered, but I wonder if Mr. Hughes for an instant 
believed that they iid be considered. The fate of the representations 
made against the Tariff act of 1930 affords some evidence on this point. 
I have not checked all of the schedules and brackets against which rep- 
resentations were made, but I have checked many of them; and the nun- 
ber of cases in which the rate was appreciably abated because of the 
representations was infinitesimal. In a considerable number of cases, as 
though to add insult to injury, the rate in the final act was actually 
higher than in the bill as it appeared at the time the representations 
were made. When greed—or, I suppose, as a cold blooded, scientific 
economist I should say “self-interest’”—when self-interest is lawmaker, 
judge, and executive, it is not difficult to prophesy the outcome. 

However, Mr. Hughes was doubtless right as to the present status 
of international law. It appeared and still appears to be tacitly, if 
not explicitly, understood among nations that each has the full right 
to levy such import and export duties as are, or as it imagines to be, 
in its own selfish interest. But the fact that it is the present status is 
no reason why it should always be the status. International law, like 
every other body of law, is a growing organism. The League Covenant 
and the Kellogg Pact, to the nations that signed them, are a part of 
the law governing them. Before the nations admitted the provisions of 
these documents into their codex, the same line of argument which Mr. 
Hughes applied to customs tariffs could have been applied to war. It 
cannot be so applied now. The signatory nations for their common good 
have so far abated their pretensions to sovereignty as to renounce wat 
as a legitimate way of settling international disputes. Of course, any 
nation may even now violate the law and engage in war, just as any 
individual criminal may violate the law. They may, as the saying 1s, 
take the law into their own hands as Japan has been doing. But a person 
or a nation violating the law puts himself into a different category from 


the person or nation doing the same act before the law was in existence. 
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t goods So while Mr. Hughes was doubtless right, that is no reason why, 
L taxes just as nations chose to abate their sovereignty in the case of war, 
“a _ they should not now abate their sovereignty in the case of tariffs. In 
- aioe fact I think that I can show that there is every reason why they should. 
espects The obligation to refrain from war implies an obligation not to pro- 
nts the voke war. I have shown that a tariff act may have all the devastating 
. effect of an invading army, and even the League of Nations Covenant 
“pad and the Kellogg Pact do not prohibit a nation from resisting by force 
f facts the wanton invasion of a foreign army. 
be con- I have just mentioned Japan. It is not my purpose either to condemn 
rts and or to justify this nation for her recent acts or for the equivoque by 
which she has tried to put herself right with the world in declaring that 
instant the acts of violence which she has performed do not constitute war. The 
tations very fact that she makes this explanation is significant. Before the days 
; point. of the covenant and the pact she would not have thought the equivoque 
ch rep- necessary. However, the case of Japan furnishes such a perfect illustra- 
1e num- tion of the point which I wish to make that I must go into it in some 
of the detail. When I am done I shall leave my hearers to decide for themselves 
ases, as whether any other nation, including the United States, placed in the 
ctually position in which Japan was placed would have acted otherwise. 
nistlens Japan has an area about the size of California. Of this area about 
cientific one-sixth is arable; that is, the arable land is about the size of West 
vmaker, Virginia. The population of Japan is about 62,000,000, say, half the 


population of the United States. This gives something like a quarter 


+ status of an acre per capita on which to raise food. In addition, the country 
citly, if has a great littoral. Fish can be obtained in abundance, and the Japanese 
ill right are great fish eaters. The birth rate is about 34 per 1,000 and the death 


is to be, 
status is 
law, like 


rate 19 per 1,000 leaving an annual increase of 15 per 1,000, a little 
short of 1,000,000 per year. 


It is obvious that Japan is faced with a population problem. The 


‘ovenant country is as ambitious as the United States not only to maintain but 
part of to improve the standard of living of this dense population. Three 
‘sions of methods of approach appeared to be open to Japanese statesmen— 
hich Mr. migration, birth control and commerce. The possibilities of migration 
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are negligible. In the first place, countries suitable in climate to the 
Japanese do not admit her nationals as immigrants. The United States 
has rudely closed its doors. Australia and New Zealand have perhaps 
been a little more polite, but their methods of exclusion are no less 
effective. I believe that an immigrant must show his ability to read; and 


aying is, when a Japanese applies he is shown a manuscript written in Russian, 
a persot Coptic, or ancient Assyrian or something of the kind. There are some 
ory from South American countries which will admit the Japanese. Other regions, 
existence. as Japan’s own provinces, Chosen and Taiwan, are already densely 
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populated. Even if there were no exclusion acts, the problem of ship- 
ping 1,000,000 people a year out of the country would be considerable. 

As to birth control that undoubtedly will have to come. In a copn- 
versation which I had with Professor Shiroshi Nasu at a conference on 
population held a few years ago he said that that solution was being 
given consideration by Japanese statesmen. ‘ 

The immediate solution appeared to lie in commerce. Japan is not 
particularly well endowed by nature to become a great manufacturing 
nation. She has good water power and some coal, but very little iron or 
other mineral resour: She cannot produce in great quantities raw 
materials that require arable land. That must be reserved for growing 
food. On the ot! ind, her people are dextrous and take readily to 
machine production. It would be possible to import raw materials, set 
up factories, and export the products. Thus through the “value added 
by manufacture” she could have purchasing power to buy the needed 
raw materials and the needed food for her growing population. This 
plan, supplemented by methods of birth control would solve her popula- 
tion problem. 

Japan entered League of Nations and signed the Kellogg Pact. 
The Shidahara n try was committed to a policy of peace and con- 
merce. The fly in the ointment was the tariff policy of other nations. 
If they would not admit her exports this peaceable and enlightened 
policy was doomed to failure. 

We all know how the world met this policy of Japan while her nose 
was in the loving cup of peace covenants and leagues. The contagious 
tariff insanity which has afflicted the world during the 20’s has already 
been referred to. Even England has capitulated. 

Among the articles on which the duties were increased in both the 
American Acts w brics, chinaware and other pottery products, 
imitation pearl beads, mats and matting, hats and material for hat- 
making, brushes, dolls and toys, all articles upon the production of 
which many Japanese artisans were dependent for a livelihood. Rav 
silk, by far the most important article of export, remained on the free 
list. But who could tell? Suppose the American farmer, having eaten 
of the insane root, should take it into his head to raise silkworms and 
demand a duty on k as he had demanded and obtained a prohibi- 
tory duty on soya bean oil. Such a duty would literally wipe out 4 
considerable part of J n’s population. 

Let us look at another part of the picture. One of the greatest 
of Japan’s industries is the production of cotton goods. She imports 
raw cotton, largely from the United States, manufactures the fabric, 
and exports all of the product beyond her own needs. Her cotton ex 


ports were second only to those of raw silk, and her chief customer has 
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-ship- been China. With the rising national spirit in China, one major Chinese 
rable. objective has been the recovery of tariff autonomy, which she lost as 
4 con- a result of the opium war in 1849. She has made treaties granting 
nce on tariff autonomy with all the leading nations except Japan; but, as these 
being treaties all contained “the most favored nation clause,” they availed 
her little until Japan came into line. However, in 19380 China asserted 
is not tariff autonomy, and did in fact put into effect a tariff. Japan, without 
turing conceding the principle, acquiesced in the tariff. 
ron or Now, without any prejudice to China’s right to full tariff autonomy, 
*& raw it cannot but be conceded that Japan was put in a difficult situation. 
rowing If she granted tariff autonomy, China would immediately place a heavy 
dily to duty on cotton goods in the interest of her own rising cotton manu- 
uls, set facture—ironically enough financed largely by Japanese capital. If she 
added refused tariff autonomy, China would respond with a boycott. 
needed On the mainland, just across the Japan Sea and contiguous with her 
. This own province of Chosen, lay Manchuria, a country of great resources 
opula- and increasing in population more rapidly than our own West in the 
heyday of our “covered wagon”? movement. Manchuria has an area of 
y Pact. 363,000 square miles, about one-eighth of that of the United States, 
d com- a country nearly as large as France and Germany together! What an 
vations. opportunity for commerce as Manchuria grew in population and cul- 
shtened ture! What if Japan could acquire a sphere of influence in this great 
and growing country! 
er nose Let us look at still another part of the picture. In most modern 
tagious countries the military power of the government is subordinate to the 
already civil power. In Japan both powers are codrdinate before the Emperor. 
As the people of Japan saw nation after nation raising higher tariff 
oth the walls against the exports upon which their very existence depended, 
‘oducts, is it surprising that they began to question the Shidahara policy of 
or hat: peace and commerce? It seemed to be getting them nowhere. Is it sur- 
tion of prising that the military leaders began to gain access to the ear of the 
d. Rav Emperor and that that happened which has happened, and which now 
the free threatens the peace of the world? 
g eaten 


I am not asking you to take sides in this struggle. I am simply pre- 
senting the situation to enforce my point that national tariffs are mat- 
ters of international concern, that peace pacts and league covenants 
are likely to prove “scraps of paper” in the fierce fire of necessity when 
a nation’s life is at stake. Above everything else nations demand security. 


‘ms and 
prohibi- 


e out a 


preates Security, security, substitute some adequate alternative to our own 
imports military establishment and we will talk disarmament! This has been the 
» fabric cry of France in all her diplomatic communications. And it now appears 
tton ex- 


that security against military invasion is not enough. Security against 


mer has tariff invasion must be added. 
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The conviction that international peace is closely associated with 
international control of tariffs is growing. I ventured to suggest this 
connection in a study which I made over a year ago for the Institute of 
Pacific Relations, and reiterated the point at a round table of the 
American Political Science Association last December. I was advised, 
in the words of Senator Ingalls, that my vision was an irridescent, dream, 
Now it is being seriously considered by international lawyers. In a con- 
munication to the Manchester Guardian occur these words by Sir John 
Fischer Williams, one of the best known international lawyers in England, 
He writes: 
My object is to urge that in modern conditions this uncontrolled liberty of 
tariff-making, so far from being an unchallengeable dogma of international law, 
is in contradiction h its fundamental principles. International law has 
recognized the ind nee or, to use a word now falling into disrepute, the 
“sovereignty” of tes which are its subjects. One element of this inde- 
pendence, on any ra 11 interpretation, is surely the right to protect from 
wilful injury the } hin the territory of the state, of any lawful and 
peaceful calling. B e uncontrolled liberty of tariff-making by a foreign 
state may destroy t! nt of international independence. A foreign state 
may, by the use of t berty, stretch out a hand into the territory of another 
state and reduce a section of its inhabitants to beggary. 

Again, 
International trade is by its very nature a matter of international concern. 
Matters of international concern are properly within the sphere of interna- 


tional law. 


Dr. Quincy Wright of the University of Chicago in an article in the 


League of Nations Chronicle for November, 1982, writes: 

Progress in our policy of preventing war through the Kellogg Pact depends 
upon our acceptan f the principle that a change in our tariff is an inter- 
national and not a purely national question. 


To sum up: th ons of the world have engaged themselves by a 


solemn pledge not to use war as a means of settling international dis- 
putes. Unrestricted liberty in tariff making tends to make the keeping of 
this pledge impossible. If nations desire to maintain permanent peace, 
tariff making must | ide subject to international law. 


Puitre G. Wricut 
Washington, D. 
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THE RICARDIAN EPOCH IN AMERICAN ECONOMICS 


Paper presented at the Round Table on Economic Theory at the Forty-fifth Annual 
Meeting of the American Economic Association, Cincinnati, Ohio, December 29, 1932. 


The American Economic Association, founded in 1885, marked the close of one 
epoch and the beginning of another in American economic thought. The period before 
this event is characterized by a reaction against the classical English political economy, 
best illustrated in the attitude of students of the historical school who favored a his- 
torical and statistical approach in economic studies. The 15 years following the forma- 
tion of the Association witnessed a return to highly theoretical studies. This was due to 
the introduction of new thought influences and the natural aptitude of some students 
for this type of inquiry. Simon N. Patten and John B. Clark were noteworthy leaders in 
the new movement, but Clark reacted more completely than Patten from the position of 
the historical school. On the basis of his marginal utility explanation of value, Clark re- 
constructed the doctrine of distribution, but in doing so he reverted in large measure to 
the methods and assumptions of the classical English economics. His method and 
thought, the most distinctive of the period, assume a Ricardian aspect. 


The founding of the American Economic Association in 1885 is a 


; landmark in the history of American economic thought. It marks the 


close of one epoch and the beginning of another. Writing in 1876, Charles 
F. Dunbar concluded that, up to that time, the United States had done 
nothing in the development of economic theory, notwithstanding the vital 
interest of the people of the country in its practical applications. He 
expressed the belief that it would be fifty years before the United States 
would be prepared to contribute its share to the development of the 
science.’ But the seeds of a new thought movement had already been scat- 
tered when this prediction was made; and the prediction was realized in 
far less time than Dunbar anticipated. The end of the century saw 
American students take their place beside those of the leading countries 
of the world, while not a few of them were foremost among workers in 
their special fields. 

Following the Civil War many economic problems pressed themselves 
on the attention of scholars and statesmen and demanded solution. The 
money and tariff questions had become more serious issues than ever 
before. To them were now added problems of public financial adminis- 
tration and taxation, the control of railways and other corporate enter- 
prises, and the struggle between labor and capital. Current economic 
teaching had little to offer towards the solution of these problems. As 
Cliffe Leslie, writing in 1880, said: “The men best qualified to stand 
in the front rank of American economists are not the authors of systems 
or general theories, or textbooks of principles, but writers on special 
subjects.”* Most prominent among these writers is Francis A. Walker. 
Appointed superintendent of the United States Census of 1870, at the 
age of thirty, he established a firm reputation as a statistician and 


"Charles F. Dunbar, Economic Essays, ed. by O. M. W. Sprague, pp. 16, 29. 
*T. E. Cliffe Leslie, Essays in Political Economy, p. 154. 
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economist although hampered by an obsolete census law. The reputation 
thus gained was greatly enhanced by his treatise on The Wages Ques. 
tion (1876) and his book on Money (1878). 

Walker’s criticism of the wages fund theory in his treatise on The 
Wages Question was based on the’belief that wages are paid out of the 
product of labor and not from accumulated capital. He was much more 
successful in discrediting this long accepted doctrine than his English 
predecessors, and although the controversy was by no means ended, 
Walker’s destructive criticism brought him a large number of adherents, 
It was also in the treatise on The Wages Question that Walker first de- 
veloped his theory of the function of the entrepreneur as distinguished 
from that of the capitalist. This led him to a new theory of profits, and 
finally, in his Political Economy, published in 1888, to the residual 
claimant theory of distribution. Although the latter doctrine was stout- 
ly defended by Walker, time has shown it to be of little value. Neverthe- 
less it was a bold and stimulating generalization at the time it was made, 
and along with Walker’s other teachings was indicative of the nature 
and extent of the reaction from the older economics that had already 
taken place in the seventies and early eighties of the last century. Walker 
had established a secure place for himself in the evolution of American 
thought ; and the new order of things predicted by Dunbar had already 
arrived. 

The same influences which stimulated Walker and his contemporaries 
in their undertakings impelled ambitious American students to seek, 
in foreign universities, a more fundamental training in economics than 
American institutions could provide. Many entered the German univer- 
sities where they came under the influence of the historical school of 
economists whose teaching and promotion of research were the result of 
a reaction against the classical economics. In time these students came 
back to the United States, many of them deeply imbued with the reac- 
tionary spirit of the historical school. They supplied a heavy reinforce 
ment for the men already at work in the field. Because of the excellence 
of their training and their enthusiasm in attacking the problems of the 
day, many soon found places in the universities and quickly assumed 
the réle of leadership in teaching and research in economics. 

The men who participated actively in the foundation of the American 
Economic Association belonged to this German trained group of stv- 
dents, but they had the support of men already at work in the field who 
had reacted in a similar way as a result of their study of American 
economic problems. It was Francis A. Walker, the acknowledged leader 
of this latter group, who became first president of the Association. The 
objects of the Association as set forth in its constitution were the en- 
couragement of economic research, the publication of economic mono 
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graphs and the encouragement of freedom in economic discussion. This 
statement of objects was followed by a statement of principles which, it 
was believed at that time, fairly represented the interests, beliefs and 
approved methods of study of a majority of the members of the Associa- 
tion. One of these principles expressed the belief that political economy 
was still in an early stage of its development and that, while the work 
of former economists was appreciated, further development was to be 
looked for not so much from speculation as from the historical and 
statistical study of the actual conditions of economic life. 

The different schools of economists and their methods of inquiry were 
widely discussed at this time. Among publications of interest are: The 
Past and Present of Political Economy by Richard T. Ely, The Con- 
tinuity of Economic Thought by Edwin R. A. Seligman and The Reac- 
tion in Political Economy by Charles F. Dunbar. Ely, who was one of 
the leading spirits in the founding of the Association, was a strong ad- 
herent of the historical school. He believed in the superior usefulness of 
the historical approach to economic problems, but did not, as in the 
case of some adherents of the school, reject the deductive method of in- 
quiry. His position is clearly stated in the famous passage that he 
quotes from Karl Knies, who says, “The theory of political economy, 
in whatever form found and with whatever arguments and conclusions 
supported, is a product of historical development; it grows out of the 
conditions of time, place and nationality. . . . In every stage of its prog- 
ress, the theory of political economy is the generalization of truths rec- 
ognized up to a certain period of time, and this theory cannot be de- 
clared complete, either as respects its form or substance.’* Seligman, 
who was a moderate adherent of the school, takes a similar attitude. 
After reviewing briefly the development of economic thought, he says, 
“The new movement in political economy simply emphasizes the pro- 
gressive continuity [of doctrines]. It maintains that the explanations 
of phenomena are inextricably interwoven with the institutions of the 
period. ... We accept with gratitude the results of former economists, 
as containing much of what was true at the time; but we protest against 
the acceptance of all their principles as practical guides for the present 
generation.”* The position of both Ely and Seligman involves no com- 
plete break with the classical economics or with the deductive method 
which characterized it. 

Unlike Ely and Seligman, Dunbar appears as a defender of the clas- 
sical economics in his paper on The Reaction im Political Economy. In 
his opinion the deductive method may be imperfectly applied and con- 
clusions reached by it misinterpreted, but in itself it is a process of care- 


*Richard T. Ely, Past and Present of Political Economy, pp. 46-7. 
“Edwin R. A. Seligman, Essays in Economics, p. 18. 
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ful investigation of causes and effects leading to an orderly body of 


truths which constitute science. The trouble with the old economics as 
he saw it was not a weakness in its method, but was due to the failure 
of economists to follow the path on which they had started. They 
failed to observe the rapid changes in economic life and thus bring into 
their processes of reasoning necessary new premises. They did not see 
clearly that the task of economics is one that cannot be completed so 


long as men continue to make progress. And so Dunbar did not regard 
the new movement as a revolution in thought, but a new development in 


the science resulting from a reaction against tendencies which had 
checked its progress.®° His conclusions are not therefore fundamentally 
different from those of Ely and Seligman. 

The reaction in economics which is best illustrated in the teachings 
of the historical school reached its climax about the time the American 
Economic Association was founded. Within three years the Association 
had discarded its statement of principles, which, as a matter of fact, was 
not intended to be binding on its members, and had had no effect on their 
intellectual activities. Some of them had already engaged in theoretical 


studies when the Association was formed and continued in the same 
course afterwards. This type of inquiry became the dominating move- 
ment in the decade of the nineties. Simon N. Patten, commenting on the 


developments of the period, says the founders of the American Economic 
Association “had little idea of the development through which economics 
was to pass. American economics,” he continues, “has done everything 


but what was expected of it. It was supposed that this new group of 
thinkers would be historical, but no historical work has been done. The 


unexpected was the rise of the school of deductive theorists—the very 
thing the formation of the American Economic Association was de 
signed to prevent.’ 

There are two reasons for this dominance of theoretical discussion. 
The first is the introduction of two new influences from abroad which 
profoundly stirred the current of American thought. One of these in- 
fluences was the popularization of the marginal utility theory of value 
through English translations of some of the writings of the Austrian 


economists. The other was the appearance of Alfred Marshall’s Princ 
ples of Economics in 1890 
American economists had already become acquainted with the mar- 
ginal utility doctrine chiefly through the work of W. Stanley Jevons, 
as is evident in Walker’s Political Economy," but the doctrine had not 
penetrated American thought very deeply. The appearance of the theory 
*Charles F. Dunbar, Economic Essays, pp. 86, 50. 


*Simon N. Patten, Essays in Economic Theory, ed. by Rexford G. Tugwell, p. 275 
"Francis A. Walker, Political Economy, 3rd ed., p. 94. 
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in a language all could understand produced something like a revolution 
in American thinking and writing. It involved a twofold reaction against 
currently accepted ideas. In the first place there was a reaction against 
the method of the historical school, and secondly, against some of the 
conclusions of the classical economics, particularly the cost of produc- 
tion theory of value. The first was of little importance. The second re- 
sulted in an intense and protracted controversy between the cost of pro- 
duction theorists and the marginal utility theorists. It is impossible in 
a paper like this to trace the course and final outcome of the controversy 
in all its ramifications. Eventually the theory was woven into the fabric 
of accepted doctrine and has become a part of our heritage of economic 
knowledge. 

Marshall’s Principles of Economics came to the attention of American 
students almost simultaneously with the Austrian theory and was an 
important influence in assimilating the new doctrine with the old. Mar- 
shall was the first economist writing in English who took the position 
that neither cost of production nor marginal utility alone determines 
value, but that value results from the simultaneous and mutual inter- 
action of the two forces. The germ of the idea is in Marshall’s Economics 
of Industry in 1879, but it is first elaborated in the Principles in 1890. 
Walker, in the last edition of his Political Economy, as in earlier ones, 
defines normal price as the cost of that part of the supply of a good 
which is produced at the greatest disadvantage. Then he goes on to say, 
“That price expresses the final utility of the commodity. . . ., that is, the 
utility of the portion which, at the price, it is just worth the consumer’s 
while to purchase”; and further, “That price also expresses the sum 
of the efforts and abstinences of those producers who brought forth 
the good under the least favorable conditions, of all who contributed 
to the supply.”* These statements read like some of the exposition of 
Marshall in the Economics of Industry, but Walker pursues the thought 
no further and only in the decade of the nineties does Marshall’s type 
of value theory become the prevailing one in American economics. 

The second reason for the dominance of theoretical discussion in this 
period is the natural aptitude of some of the ablest students for abstract 
inquiry. Foremost among them are Simon N. Patten and John B. Clark. 
Patten, one of the most prolific writers of the period, produced seven 
works of major importance between 1885 and 1902, beginning with 
The Premises of Political Economy and ending with The Theory of 
Prosperity. His thought covers a wide field and sometimes verges on 
sociclogy, but he is an economist and not a sociologist. He was con- 
stantly seeking in social life the underlying causes of economic phenom- 

*Ibid., pp. 100-1. 
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ena. The basis « ; thought is the English classical economics. He 
admits the influ: f his German training and considers it the source 
of his best thought, but believes it led to a wrong estimate of the cop- 
tributions of Eng economists. “Economics,” he affirms, “is English 
both in its origin and development.” Aside from his German education 
he believes that the work of John Stuart Mill was the important in- 
fluence that shap« career. He regards himself as a disciple of Mill’ 

His first book, The Premises of Political Economy, is a re-examination 
of the classical economics as expounded by Mill. He proposes to add 
important elements, the absence of which constitutes the defect of clas- 
sical theory. Con yns from deductions based on a few ultimate facts 
are true only on « tion that no other facts influence the phenomena, 
The classical laws of rent and population and the doctrines of free trade 
and free competition are used to illustrate his point. Their conclusions 
are, in his opinion, of limited value, and he proposes to point out the 
facts that have b lected and place them in proper relation to those 
persistently used. These neglected facts are social in nature and arise 
out of consumption activities. Further, it is the environment that deter- 
mines desirable economic policies and also, in consequence, the type of 
theory that is evolved.’ 

The writings of Patten in the seventeen years between the Premise 
of Political Economy and The Theory of Prosperity are chiefly con- 
cerned with the elaboration of these thoughts. The volume of his theoret- 
ical work is large. Much of it is original and constructive, but it lacks 
system and completeness. One looks in vain for a centralizing principle 
and a sustained process of reasoning resulting finally in broad general- 
izations which, however idealistic they may be, picture economic life as 
a whole. In this respect he is in sharp contrast with his contemporary, 
John B. Clark. Clark’s thinking, although he drifted away from his 
original position, is a continuous growth culminating finally in a work 
of epoch-making quality 

Clark’s first book, The Philosophy of Wealth, was published in 1886, 
the year after Patten’s The Premises of Political Economy, but his writ- 
ing had begun ten years before in a series of magazine articles designed 
to contribute a share to the needed reconstruction of economic theories. 
Like Patten he was moved by dissatisfaction with the traditional eco 
nomics. It was defective in its premises which were assumptions rather 
than facts; and, to the extent that they were at variance with facts, 
conclusions deduced from them were erroneous. These magazine articles 
were recast and, together with new matter on production and distribv- 

*Simon N. Patte cit., pp. 273, 274. 


See Premises of 11 Economy, Introduction. 
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tion, published as The Philosophy of Wealth. The book was intended, 
he says, for “readers and thinkers who have long been in revolt against 
the general spirit of the old political economy.” 

An important feature of this first book is Clark’s theory of value. 
He believed the prevailing theory started with a misconception of the 
part that utility plays in exchanges. He developed a marginal utility 
doctrine but in somewhat different terminology than Jevons and the 
Austrians. He says he arrived at it independently, but evidently did not 
then realize the significance of it for the future development of theory. 
There is no suggestion in The Philosophy of Wealth of the absorbing 
controversy over value theory that began only a few years after its 
publication, or of the fact that the value doctrine there presented would 
become the point of departure for Clark’s later work in theory. It was 
the value-theory controversy that pointed the way to the future and 
led him to apply the marginal analysis to the elucidation of the prob- 
lems of distribution. 

Much of what he wrote was first published in periodical form between 
1888 and 1898 and finally brought together in a complete and unified 
system in The Distribution of Wealth in 1899. This is his most note- 
worthy contribution to economic science. In it, Clark reaches the highest 
level of his thought, but, with the exception of his value theory, drifted 
away from his original position as established in The Philosophy of 
Wealth. He is no longer so critical of the premises of the classical eco- 
nomics, but rather accepts them. His attitude toward competition is 
an illustration. In The Philosophy of Wealth it is condemned; it is in- 
capable of working justice and ought to disappear. In The Distribution 
of Wealth competition becomes a basic assumption. It is the cause of 
natural prices in the static state. The assumption of the static state 
definitely takes Clark back to the position of the classical economics. 
His position in this respect is like that of Marshall who assumes a state 
of normal equilibrium. Both of these devices are but careful restatements 
of what Friedrich von Wieser aptly terms the “isolating” and “idealizing” 
assumptions of classical theory. In The Philosophy of Wealth Clark is 
a reformer of the old political economy; in The Distribution of Wealth 
he accepts it. 

Clark reacts more completely from the general state of American 
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is rather thought, at the time the American Economic Association was formed 
th facts, Bj and The Philosophy of Wealth published, than any one of his con- 
e articles By temporaries. Patten rather consistently adhered to his original position. 
distribu HB This may explain the difference between the two men. This reaction is 


the vital factor in the development of Clark’s thought. Combined with 
“John B. Clark, Philosophy of Wealth, Preface, p. v. 
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his new conception of value it brought him to the highest level that 
speculative econ heory has attained in this country. This is why 
his critics rat the great exponents of English economics— 
Ricardo, John § Mill, Jevons and Marshall. In evaluating Clark's 
work, Jacob H. H nder says it is reminiscent of Ricardo.” But it js 
far more than [ Clark con sciously chooses a highly idealistie method, 
one into which Ricardo rather blindly gropes his way without fully 
realizing its import. Where Ricardo is obscure Clark is clear, and wher 
Ricardo is understandable Clark is brilliant. Clark is indeed far mor 
Ricardian than R lo. It is his method as well as his achievement that 
makes this period Ricardian epoch in American economics. 


N. A. Weston 


University O 


2 Economic E 7 uted in Honor of John Bates Clark, ed. by Jacob H. 
Hollander, p. 4. 
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Larch 
th CAUSES AND REPERCUSSIONS OF THE FAULTY INVEST- 
MENT OF CORPORATE SAVINGS 
S why 
ay Paper presented at the Round Table on the Formation of Capital: Measurement 
a and Relation to Economic Instability, at the Forty-fifth Annual Meeting of the Ameri- 
lark’s can Economie Association, Cincinnati, Ohio, December 29, 1932. 
t it is Corporate savings play a prominent réle in the capital formation of this country, 
ethod, of England and of Germany. The tendencies toward cartellization and trustification 
- fully and toward the separation of ownership and management represent two institutional 
h : factors that aggravate the danger of a faulty investment of such corporate savings. 
— The higher the percentage of the total capital formation made up by such submarginal 
r more investments, the smaller will be ceteris paribus the free supply of loanable funds and 
it that the wider the fluctuations of the interest rate in the capital market. Finally, the effect 
of an unwise use of monopoly profits and its effect on the instability of capitalism is 
alluded to. 
Quantitative studies of the magnitude of capital formation made by 
aH Professor Frederick C. Mills and others for this country, by the In- 
acob H. 


stitut fiir Konjunkturforschung for Germany and in the Colwyn Report 
for England, have indicated the prominent réle that corporate savings 
play in this process. For this country, Professor Mills estimates the ac- 
cumulated corporate savings in 1929 at $88.8 billions, compared to 
$28.6 billions for savings deposits, $14.2 billions for aggregate reserves 
of life insurance companies and $8.3 billions of assets of building and 
loan associations. Corporate savings differ in their effect on the supply 
of loanable funds in the capital market from savings that flow through 
the channels of banks, insurance companies and building and loan asso- 
ciations into the different fields of investment. The interest rate in the 
capital market has—as long as this market does not cease to function— 
the réle of finding the equilibrium point between the effective demand 
for loanable funds and the supply of such funds. All entrepreneurs that 
cannot hope to earn, or at least cannot convince investors that they are 
going to be able safely to earn, as a minimum no less than the rate 
ruling in the capital market are thus automatically eliminated from 
the competition for funds. Their projects have to wait until the supply 
of loanable funds has swollen and brought down the rate in the capital 
market or until their profit prospects appear rosier. 

A faulty investment is an investment that yields in the long run less 
than the return offered in the capital market on risk-free securities. This 
test is valid, however, only if hedged with certain reservations. If an 
additional investment of capital, say for the badly needed modernization 
of a plant, amounts to 10 per cent of the total investment and succeeds 
in raising the return on the total invested capital from 3 per cent to 
4 per cent, then the additional total profit justified the investment, even 
if the return on the additional funds is only 4 per cent compared to 
arate in the capital market of, say, 5 per cent. 

Only upon full realization of the inherent difficulty of finding definite 
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criteria for a “faulty investment,” the opinion is ventured that the in- 
vestment of corporate savings probably contributes a higher percentage 
of “submarginal returns” than the stream of funds that passes through 
the regular channels of the capital market, namely the scrutinizing 
analysis of the investment house and of the ultimate investor. The in- 
vestment houses are dependent on their good reputation and the in- 
vestors are, after al! their blindness is duly discounted, less biased than 
are corporate officers in regard to the desirability of the investment of 
additional funds in their institution. 

As a by-product of this mode of reasoning, the thesis may be sug- 
gested that the higher the percentage of corporate savings in relation 
to the total capital formation, the more pronounced should be the fluc- 
tuations of the rate of interest in the capital market. There are two 
reasons for this surmise. 

(a) The attempt to keep up stable records of dividend payments 
regardless of earnings causes corporate savings to fluctuate during 
the business cycle more than do corporate profits and therefore quite 
obviously much more than the loanable funds supplied from savings 
deposits, life insurance companies and building and loan associations. 
The higher the percentage of corporate savings, the larger then will be 
the fluctuations of the supply of loanable funds. 

(b) Since a high percentage of corporate savings is invested with- 
out regard for the rate in the capital market, such “submarginal in- 
vestments” will not have contributed their share in finding the equilib- 
rium point for the effective demand and the free supply of loanable 
funds. 

An example may illustrate this point: Let us assume that the total 
capital formation in a country is $10,000,000,000 a year. Of the 
$10,000,000,000 of the national capital formation, say, 50 per cent may 
be corporate savings. Had investments and savings been at an equilibrium 
with demand and supply balanced at $10,000,000,000, then a de- 
cline in business activity would probably cut in half the corporate sav- 
ings before any change affected the $5,000,000,000 of other sources of 
capital formation. The demand for loanable funds may, however, not 
even find a supply of $7,500,000,000, but quite probably only but little 
more than $5,000,000,000, because the $2,500,000,000 of corporate 
savings that still accrue may be invested without any regard for the 
fact that the return to be realized is below the ruling rate in the capital 
market. As a consequence, certain industries that still make profits, 

1It appears that the distinction between “savings” and “the supply of loanable 
funds in the capital market” has been completely neglected. Corporate savings that 
are ploughed back obviously do not increase the supply of loanable funds. Only after 


having read this paper in Cincinnati did it come to my attention that my colleague, 
Professor Arthur W. Marget, alluded to this point in his unpublished doctor’s thesis. 
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even if below the ruling return on safe securities, will receive funds they 
would not be able to obtain in a free market. Thus, the supply of loan- 
able funds is further reduced and the interest rate has to be raised 
higher in order to find the equilibrium point where all the effective de- 
mand can be satisfied.? 

The main object of this paper, however, is to call attention to two 
institutional forces that appear to carry inherent tendencies toward the 
faulty investment of corporate savings. 


I. The Faulty Investment of Corporate Savings Arising from 
Monopoly Profits 


At a relatively early stage of the development of economic theory the 
investment of monopoly profits caused misgivings. Marx and, building 
on him, Rosa Luxemburg*® concluded that monopolistic industries can 
reap monopoly profits only as long as these profits can be invested in 
virgin territory, é.e., in countries not yet under the capitalistic system. 
From this thesis grew the slogan of “economic imperialism” or “capital- 
istic imperialism” that became so popular in the years preceding the 
World War. 

The socialist theorists did not see or did not want to see that monopo- 
listic industries and capitalism are by no means synonymous. In a 
capitalistic system monopolistic industries reap their profits as para- 
sites on free industries, é#.e., on industries that are not given to trusti- 
fication or organization in cartels or syndicates. Just recently, Dr. 
Erich Schneider,‘ in his brilliant Reine Theorie Monopolistischer Wirt- 
schaftsformen, concludes his purely mathematical studies of monopoly 
profits—built on Walras, Jevons, Cournot, Marshall, Edgeworth, 
Amoroso, Bowley, Pigou, Schumpeter, Wicksell, Chamberlin and Nichol 
—by pointing out that any® investment of monopoly profits must take 
place in free industries lest the strategical position of the monopoly 
industry be undermined. The trend toward trustification and monopoli- 


of zation of industries has tended to aggravate the repercussions of faulty 
ot investments of monoply profits. As late as 1928 Professor Schumpeter, 
‘le in his article on the “Instability of Capitalism,”® expressed the belief. 
te *It was the purpose of this example to clarify an aspect of the supply side in the 
he capital market and it was therefore surmised that the demand side would not be 
tal affected by a decline in business activity, an hypothesis made only to simplify our 
ts example and obviously not in accord with practical experience. 

ois *Die Akkwmulation des Kapital, vol. i, pp. 829-30, and vol. ii, p. 115. 

ble ‘Tiibingen, 1982, pp. 129-81. 

hat *A better formulation should be: only such proportion of the monopoly profits can 
ter be ploughed back as will enable the monopolist to retain his maximum differential in 
rue, his privileged field. 

sis. “Economie Journal, September, 1928, 
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that the grow fication of our capitalistic economy would tend 
to promote st , since the “waves of innovations” which are the 
main cause of bance would be replaced by the conscious, long. 
range planning et and investment analysts of the trusts, 
Unfortunat nial condition is as yet far from realization, 
Monopolistic i ive through their faulty price policies not 
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a) only aggravated the susceptibility of the “free industries” to the harm- 
ful effects of the fluctuations of the business cycle, but through their 
faulty investment of corporate savings have also wrecked their own 
boat. 
The problem of the investment of monopoly profits and its effect on the 
instability of capitalism raises the further questions of taxation and 
social insurance as means of “stabilizing capitalism” by transferring 
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part of these monopoly profits to non-monopolistic industries, such a; 


housing, health ind education." 


II. The Separation of Ownership and Management and the 
I y Investment of Corporate Savings 


‘he two charts show that the return on the invested capital has been 
downward for r leading chain-store organizations (Woolworth, 
Kresge, Kress and McCrory) as well as for the United States Steed 
Corporation in of the fact that the management continued to 
plough back the larger percentage of corporate profits into the insti- 
tutions. 

The question then arises why corporate management does not prefer 
to use corporate earnings to pay back debts, to increase bank balances 
or the holdings of high grade bonds, or to pay out dividends in prefer- 
ence to further expansion of an already overexpanded industry. One 
explanation ma offered that has, as far as I am aware, not been 
previously discussed and so may be submitted for whatever it is found 
to be worth. 

There appears to be some justification for the belief that the trend 
toward large corporate institutions and the therefrom resulting separa- 
tion of ownership and management® is bound to further the faulty invest- 
ment of corporate savings. The managerial groups of our large insti- 
tutions, such as 1 \.T.&T., the Pennsylvania, or the United States 
Steel Corporation may be assumed to be primarily interested in the 
cont inuity and th redominance of their institutions in their respective 
industry. The income of the executive officers of our large corporations, 
especially of our railroads, depends obviously less on the rate of return 
realized on the invested capital than on the magnitude of such capital, 
i.e., on the size of the corporate institution. Officers of a billion dollar 
corporation certainly enjoy higher incomes and greater social prestige, 
even if the rat irn on the invested capital is lower, than officers of 
smaller corporations that are very prosperous. 

The separation of ownership and management has left the stock- 
holders, i.e., the owners, with hardly any influence on the investment of 
corporate savings. How is management to overcome the temptation of 
nto the institution, even if retrenchment were 


ploughing earnings 
wiser than expans 
But there remains the question of whether the individual concern can 


*Compare F. C1 cialversicherung und Kapitalbildung” in Die Wirtschaft- 
lichen Funktionen der cialversicherung, Berlin, 1982, and J. Jahn, “Social Politik 
und Kapitalbildung” in Der Wirtschaftliche Wert der Social Politik, Berlin, 1932. 

* Compare the material presented in The Modern Corporation and Private Proper; 
by Berle and Means, New Y¢ rk, 1932. 


as been 
lworth, 
s Steel 
ued to 


insti- 


prefer 
alances 
prefer- 
ry. One 
ot been 
s found 


e trend 
separa- 
invest- 
ze insti- 
| States 
| in the 
spective 
rations, 
f return 
capital, 
n dollar 
prestige, 
fficers of 


e stock- 
tment of 
ation of 
ent were 


cern cal 


Tirtschaft- 
ial Politik 
, 1932. 

» Property 


1933] Faulty Investment of Corporate Savings 41 


afford to cease expansion in what appears to be an already overexpanded 
industry, even if it should appear uncertain that the existing over- 
capacity may be ended by the investment of new capital as a weapon to 
throw competitors definitely out of the saddle. In many cases the alter- 
native of expansion or retrenchment may simply be the choice to stay 
in business or to risk being pressed against the wall. This fatalistic point 
of view, however, should not be considered the last answer, and a wide 
fcld for managerial adjustment of capacity to effective demand re- 
mains open to those willing to cope with the problem. 


Conclusions 


The attempt has been made, first, to give a definition of what is a 
“faulty investment” of corporate savings. Attention has been called to 
the tendency toward trustification and cartellization and toward the 
separation of ownership and management as two institutional factors 
that aggravate the danger of such faulty investment policies. As to 
repercussions of the faulty investment of corporate savings, the opinion 
has been ventured : 

(1) That monopoly profits and their faulty investment aggravate 
the instability of capitalism, but that a transfer of a part of such profits 
through the channels of taxation and social insurance into non-monopo- 
listic industries may achieve what the free volition of the monopolist fails 
to accomplish. 

(2) That the higher the percentage of corporate savings in relation to 
the total amount of annual capital formation, the more pronounced will 
be the fluctuations of the interest rate in the capital market. 

Rosert WEIDENHAMMER 

University of Minnesota 
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At the time of its passage in 1914, that statute was generally ex- 
pected to bar the federal courts from granting injunctions in labor 
dispute cases unless they should be necessary to prevent the sort of 
irreparable injury to property rights for which there was no adequate 
remedy at law. The Act expressly stipulated that “no such. . . injunc- 
tion [i.e. one issued in connection with a controversy ‘between an em- 
ployer and employees or between employers and employees’ because 
deemed necessary for the reason just given] shall prohibit any person 
or persons ... whether singly or in concert from . . . peacefully per- 
suading any person to... abstain from working . . . or from peacefully 
assembling in a lawful manner, and for lawful purposes . . .” Since the 
Clayton act, however, federal injunctions have increased in frequency 
and in the sweeping severity of their prohibitions. The courts have held 
that the above-quoted language of the Act (1) was in general, “merely 
declaratory” of the pre-existing law,* (2) gave protection to labor only 
when the controversy was one between an employer or employers and his 
or their own employees, thus interpreting the statutory language, “be- 
tween an employer and employees ‘to mean’ between an employer and 
his employees,” and (8) meant (in the Tri-City case, at least) that 
employees “shall not approach individuals together, but singly,’” al- 
though the law said they might do it “singly or in concert.’” Further, 
and seemingly inconsistently with the idea that the act simply reaffirmed 
what already had been the law, the courts have held it not applicable 
to strikes for purposes other than immediate betterment of working con- 
ditions. Thus, a strike against non-union products® and persons striking 
and picketing after the strikers’ jobs had been filled, were enjoined. 
Finally, it should be noted, the Clayton act made it possible for the first 
time for a private party to bring suit for injunction under the Sherman 
act. 


In view of all this, it is scarcely surprising that the Clayton act has 


competently told by several writers. See Berman, Labor and the Sherman Act (New 
York, 1980), esp. chs. 6-9; Frankfurter and Greene, The Labor Injunction (New York, 
1930), esp. ch. 4; Witte, The Government in Labor Disputes (New York, 1932) ; Christ, 
“The Federal Courts and Organized Labor,” 5 Jour. of Business (Apr., 1932), 103, 283. 
In making the present summary the writer has been greatly aided by the work of 
these writers. He has relied particularly upon Frankfurter and Greene’s Labor In- 
junction which he considers an eminently wise analysis of the problem. In some sense 
their book constituted a comprehensive brief for the Norris-LaGuardia bill. 

‘Amer. Steel Foundries v. Tri-City Council (1921), 257 U.S. 184, 203. 

‘Duplex Printing Co. v. Deering (1921), 254 U.S. 443, “Congress had in mind par- 
ticular industrial controversies, not a general class war.” J. Pitney, id. at 472. 

*Tri-City case, supra note 4 at 206, 207. 

"38 Stat. L. 738 Sec. 20. 

"Vonnegut Co. v. Toledo M. and T. Co., 263 Fed. 192 (N.D. Ohio, 1920), rev’d on 
ther grounds in 274 Fed. 66 (C.C.A. 6th 1921). 

*Dail-Overland Co. v, Willys-Overland, 268 Fed. 192 (N.D. Ohio, 1920). 
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had results which might well lead one to suppose that it had been put 
through the legislative mill at the behest of employer, rather than em- 
ployee, interests. The net result of the Clayton act, concludes Professor 
Jay Finley Christ of the University of Chicago, after a careful examina- 
tion of all of the reported federal labor cases, “is (a) that 10 injunctions 
were issued that could not have been issued without the statute, (h) that 
35 other injunctions were issued in spite of the statute, and (c) that 
in not a single one of the remaining 26 reported cases was an injunction 
denied on account of the statute.’”° 

The new statute,”* at any rate, does not seem likely (as has been the 
case with the slippery Clayton law) to facilitate the business of suing out 
injunctions against labor in the federal courts. Neither can one be con- 
fident that it will largely obviate them. The new legislation is more 
carefully and elaborately framed than was the Clayton act. It declares 
the public policy of the United States in these words: 


Whereas under prevailing economic conditions, developed with the aid of 
governmental authority for owners of property to organize in the corporate 
and other forms of ownership association, the individual unorganized worker 
is commonly helpless to exercise actual liberty of contract and to protect his 
freedom of labor, and thereby to obtain acceptable terms and conditions of 
employment, wherefore, though he should be free to decline to associate with 
his fellows, it is necessary that he have full freedom of association, self- 
organization and designation of representatives of his own choosing to nego- 
tiate the terms and conditions of his employment, and that he shall be free 
from the interference, restraint or coercion of employers of labor . . . in the 
designation of such representatives or in self organization, or in other con- 
certed activities for the purpose of collective bargaining or other mutual aid 
or protection . 


It is then provided that no restraining order or injunction shall be 
issued contrary to this policy or unless in “strict conformity” with the 
provisions of the statute. It stipulates in Section 3 that no promise in 
any contract of employment by which either party agrees “not to join, 
become or remain a member of any labor organization or of any en- 
ployer organization” or that he will withdraw from the employment 
relation if he should join, become or remain a member of any such or- 


Christ, op. cit. supra, note 3, at 104, For citations to some of the cases in which 
the Clayton act was held not to preclude injunctive relief see Frankfurter and Greene, 
supra, note 2, at 165, note 128 

“The bill, in form closely similar to that of the Act as passed, appears in Frank- 
furter and Greene, supra, note 2 at 279 (Appendix IX) and these authors furnish also 
(at 205-228) a careful summary of the bill. See also, by the same authors, “Congres 
sional Power over the Labor Injunction” (1981), 81 Col. Law Rev., 385 ff. For a criti- 
cal analysis of the Norris-LaGuardia act from the point of view of its effect upon 
“the state of the law,” see J. F. Christ, “The Federal Anti-Injunction Bill” (1932), 26 
Ill. Law Rev. 516. See also E. E. Witte, “The Federal Anti-Injunction Act” (1932), 


16 Minn, Law Rev. 638 
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ganization, shall be enforceable in the courts of the United States. This 
provision, without making the “yellow-dog” contract unlawful,”* would 
seem ample to prevent an employer from enjoining his employees solely 
for breach of it. 

The statute then enumerates the following acts the doing of which 


“whether singly or in concert” in connection with any labor dispute no 
federal court shall have jurisdiction to restrain: 


(a) Ceasing or refusing to perform any work or to remain in any relation 
of employment; 


(b) Becoming or remaining a member of any labor organization or of any 
employer organization, regardless of any such undertaking or promise as is 
described in section 8 of this Act; 

(c) Paying or giving to, or withholding from, any person participating or 
interested in such labor dispute, any strike or unemployment benefits or in- 
surance, or other moneys or things of value; 


(d) By all lawful means aiding any person participating or interested in 
any labor dispute who is being proceeded against in, or is prosecuting any 
action or suit in, any court of the United States or of any state; 

(e) Giving publicity to the existence of, or the facts involved in, any labor 


dispute, whether by advertising, speaking, patrolling, or by any other method 
not involving fraud or violence ; 


(f) Assembling peaceably to act or to organize to act in promotion of their 
interests in a labor dispute; 


(g) Advising or notifying any person of an intention to do any of the acts 
heretofore specified ; 


(h) Agreeing with other persons to do or not to do any of the acts here- 
tofore specified; and 


(i) Advising, urging, or otherwise causing or inducing without fraud or 
violence the acts heretofore specified, regardless of any such undertaking 
or promise as is described in Section 8 of this Act. 


The concerted doing of any of these acts may not be restrained on 
the ground that the persons doing them are, because of this conduct, 
“engaged in an unlawful combination or conspiracy.” Furthermore, no 
organization or any officer or member thereof, shall be held responsible 
in any federal court for the unlawful acts of individual members or 
agents “except upon clear proof of actual participation in, or actual 
authorization of, such acts, or of ratification of such acts after actual 
knowledge thereof.” 

The Act gives effect to important procedural reforms. No injunction 
shall issue from a federal court except after notice and a hearing with 
testimony of witnesses, followed by findings of the court to the effect 
that: (a) “unlawful acts have been committed and will be continued 
unless restrained,” (but no restraint shall be imposed except against 

“The statement in 85 Mo. Labor Rev. at 83 (July, 1982), that “Section 8 of the 


Federal Anti-Injunction law outlaws anti-union contracts” does not seem to con- 
strue the statute correctly on this point. 


: 
x 
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the person or organizat making the threat or committing the act or 
authorizing or ratifying it aiter knowledge of it); (b) “substantial and 
irreparable injury \inant’s property will follow”; (c) “as to 
each item of relief ted greater injury will be inflicted upon com- 
plainant by the denial of relief than will be inflicted upon the defendants 
by the granting ot *: (d) “complainant has no adequate remedy 
at law”; and (e) “ public officers charged with the duty to protect 
complainant’s property e unable or unwilling to furnish adequate 
protection.” But “if plainant shall also allege that, unless a tem- 
porary restraining order shall be issued without notice, a substantial and 
irreparable injury lainant’s property will be unavoidable, such 
a temporary rest 'or ex parte] order may be issued upon testi- 
mony ... sufficient, if Lined, to justify the court in issuing a tem- 
porary injunction ring after notice.” Any such ex parte order, 
however, “shall be oid Jin] ... five days.” No injunction “shall 
be granted to any « inant who has failed to comply with any ob- 
ligation imposed by law which is involved in the labor dispute in ques- 
tion or who has failed to make every reasonable effort to settle such 
dispute . . . by negotiation or . . . mediation or voluntary arbitration.” 
All persons charged with contempt “shall enjoy the right to a speedy 
and public trial by ry ...,” unless the contempt is committed “in 
the presence of the court or so near thereto as to interfere directly with 
the administration of justice.” Finally, if any contempt not committed 
in the presence of t] irt “arises from an attack upon the character 
or conduct” of the ju that judge shall, upon demand of the defendant, 
be superseded by another. It is to be noted that these two provisions 
regarding contempt appear to cover all types of injunction cases arising 
in the federal courts and not merely those cases which arise out of labor 
controversies, to which the statute is, for the most part, confined. 

An important section of the Act is that which defines a labor-dispute 
case as one which “involves persons who are engaged in the same in- 
dustry, trade, craft or occupation; or who have direct or indirect i- 
terests therein; or who are employees of the same employer; or who are 
members of the same or an affiliated organization . . .” This language 
certainly extends th re of disputes covered beyond what Mr. Justice 
Pitney, interpreting Clayton act in the Tri-City case, described as 
“particular indust1 ntroversies”™® (i.e., those between an employer 
and his own employees). Whether it so far widens this range as to war- 
rant the assertion that Congress now does have in mind “a general class 
war” is a question upon which as yet one may only speculate. 

It would seem that the new law should be more effective than the Clay- 
ton act has been in protecting from federal injunctive interference the 
strike and other leg ite organizing activities of trade unions. But 


4 See note 5, supra, 
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assuming that the general policy now adopted by the Congress is a 
desirable one, there are reasons for doubt as to the effectiveness of the 
new statute in promoting that policy. There is reason to doubt whether 
it can pass the test of constitutionality, particularly in regard to the 
section dealing with the “yellow-dog” contract. In the face of the fact 
that the United States Supreme Court’ and the courts of last resort 
of a number of states’® have held that it is beyond the power of the 
legislature, state or federal, to outlaw such contracts,”* can they be made 
void by the indirect method (followed in the new law) of depriving them 
of enforceability in the federal courts? May not the courts conclude that 
this in effect makes such contracts illegal? Although this writer does not 
believe that the courts should so conclude, he considers it not at all im- 
probable that they will do so. 

It also may be questioned whether, apart from the matter of constitu- 
tionality, it is necessary to make such contracts entirely unenforceable 
in the federal courts. Would it not suffice for the purpose in hand simply 
to withhold equitable enforcement by injunction?"’ It is possible, indeed, 
that a less sweeping withdrawl of judicial protection would be calculated 
to make less formidable the constitutional hurdle which, soon or late, the 
statute must clear. There is, moreover, reason to doubt the appropriate- 
ness of certain clauses as means of facilitating the policy. Thus the 
courts’ jurisdiction to restrain is specifically withdrawn (in Sec. 4, a) 
from conduct described as “ceasing or refusing to perform any work 
or to remain in any relations of employment.” This would seem to pre- 
vent an injunction against refusal to do work while remaining nominally 
“at work.” Such a cessation of, or refusal to, work, if by single individu- 
als, is not a strike, and if concertedly by two or more is one only in the 
syndicalist sense of the “strike on the job”; and since it leaves the em- 


“Coppage v. Kansas (1915), 236 U.S. 1; Adair v. United States (1908), 208 U.S. 
161; Hitechman Coal and Coke Co. v. Mitchell (1917), 245 U.S. 229. 

* Peo. v. Western U. Co. (1921), 70 Colo. 90; Gillespie v. The People (1900), 188 
Ill. 176; Coffeyville Co. v. Perry (1904), 69 Kan. 297 (also Coppage v. Kansas, supra 
note 11); State v. Daniels (1912), 118 Minn. 155; State v. Julow (1895), 129 Mo. 163; 
Goldfield Consol. M. Co. v. Goldfield Miners’ U. 159 Fed. 500 (D. Nev. 1908); Peo. v. 
Marcus (1906), 185 N.Y. 257; State v. Bateman (1900), 7 Ohio N.P. 487; Jackson v. 
Berger (1915), 92 Ohio St. 180; Bemis v. State (1915), 12 Okla. Cr. 114; Common- 
wealth wv. Clark (1900), 14 Pa. Super. Ct. 435; State ex rel Zillmer v. Kreutzberg 
(1902), 114 Wis. 5380. 

"Strictly speaking the federal and state decisions seem to mean that statutes mak- 
ing unlawful the discharge of a workman because he is a union-member and the re- 
quirement by employers of agreements by their employees not to be or to remain 
members of labor organizations are unconstitutional. More recent state statutes attack 
the problem of the anti-union promise in the way the Norris-LaGuardia act has en- 
deavored to meet it, by making such contracts judicially unenforceable as contrary 
to publie policy. 

“Such few states as have adopted the strategy of withdrawal of enforceability 
as a method of curbing “yellow-dog” contracts have withheld both legal and equitable 
relief. The statutes are cited infra, note 34. 
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ployee still in the relation of employment, it would seem to condone 
breaches of contract which ought not to be condoned. It seems quite 
unnecessary for the effectuation of the declared purpose of the statute, 


that this clause should carry, as it does, on this not unfair interpreta- 


tion, such drastic implications. Would it not suffice if no injunctive re- 
straint were allowed against “ceasing or refusing to remain in any re 
lation of employment’’? The meaning, and therefore the probable effect, 
of several other clauses of the statute are in some doubt or, at least, 
susceptible of contradictory interpretations. It is unnecessary to discuss 
them here, since they have been dealt with elsewhere by persons who are 
better qualified to discuss them than is the present writer.” 

Assuming that the statute survives attack upon its constitutionality 
and that it will be as effective as its sponsors hope, the result will be 
that in many (perhaps most) of the situations in which, without the 
statute (i.e., with nothing but “Labor’s Magna Charta” of 1914), in- 
junctions would issue from federal courts, such orders will be denied by 
those courts. Until the states enact equally stringent legislation regu- 
lating the issuance of labor injunctions,’® the federal statute will of 
course have no effect upon the situations in which petitioners for in- 
junctive relief normally seek it in the state courts, with no thought (or 
no possibility) of application to the federal courts, whatever the statutes 
controlling them in this respect. In some at least of those situations in 
which without it the complainant employers would seek relief in the 
federal courts, the federal statute will have the perverse effect of divert- 
ing the petitions from federal to state courts and thus increasing the 
number of injunctions applied for in, and the number granted by, the 
state courts. 

But how numerous are the situations in which, in the absence of the 
federal statute, injunctions would be granted by the federal courts? And 
how numerous are the like situations in which such relief is secured from 
the state courts? 

The available data indicate that state injunctions are many times 
more numerous than federal injunctions.” It has been pointed out that 

See the minority report of the Committee on the Judiciary submitted when the 
bill here discussed was favorably reported out to the Senate (Report 163, Part 2. 
72nd Congress, Ist Sess., Feb, 16, 1982); Frankfurter and Greene, “Congressional 
Power over the Labor Injunction,” supra n. 11; editorials in Law and Labor, March, 
1932, May, 1932. 

* Twelve states have passed anti-injunction legislation, in most cases copied from, 
or closely following, Sec. 20 of the Clayton act. No state, except Wisconsin, has enacted 
anti-injunction legislation as elaborate as that of the new federal statute. The state 
statutes are cited infra, note 30 

*It does not seem possible to accept the assertion of Frankfurter and Greene, 
“Congressional Power over the Labor Injunction,” (supra n. 11 at 890) that “the 


federal judiciary has for decades set the pace . . . in the abundance of labor in- 
junctions. . .” 
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the Clayton act has tended to breed, not to stifle, federal labor injunc- 
tions. Professor Christ finds that in the 18 years since that Act was 
passed there have been 71 petitions to the federal courts for injunctive 
relief in connection with labor disputes. Forty-five of these applications 
were granted. (If there had been no Clayton act at least 10 of the 45 
would have been denied.) Fifty-four of the applications were by employ- 
ers and 40 of them were granted. Nine of the applications were by em- 
ployees, or their organizations, and one of these was granted. In ad- 
dition to the 45 reported federal labor injunctions, there were 25 such 
injunctions, not reported originally but later reported on contempt issues 
arising out of them.” Thus it appears that between 1914 and 1932, '70 
reported labor injunctions (an average of 3 or 4 each year) issued from 
the federal courts and were duly recorded (either on the main issue or 
on the ancillary matter of contempt) in the law reports. When the 
federal bill was unfavorably reported out in June, 1930, the majority 
report of the committee which considered it stated that the hearings on 
the bill had disclosed “that the great volume of labor injunctions is not 
to be found in the [federal] courts . . .” Replies received at this time 
(in response to telegraphic inquiries from the committee) from 81 clerks 
of United States District Courts revealed that in those courts there was 
“but one application for injunctive relief in cases [then] pending .. .””” 

By no means all injunction cases entertained by the courts, federal 
or state, are recorded in the reports; and there is, therefore, no com- 
plete list of applications for injunction, or of the injunctions issued in 
the United States. It is said that there were nearly 300 federal injunc- 
tions issued in the Railway Shopmen’s strike of 1922, of which only 12 
are officially reported.** This was, however, a very abnormal situation. 
The League for Industrial Rights, which endeavors to keep a record 
of both reported and unreported cases, states that its “records for the 
past five years reveal only 26 applications in federal courts for in- 
junctions in labor disputes. It is added that “this is not all of them 
but it is certainly a substantial majority of them.” Frankfurter and 
Greene found 118 reported federal labor injunction cases since 1900. 
One hundred of these resulted in imposition of injunctive restraint.”® 
Dr. Edwin E. Witte, who, although he does not pretend to have run 
down all of the cases, has studied the problem more assiduously, prob- 
ably, than anyone else, reports, since the 1880’s (when injunctions were 
first resorted to in labor disputes) 540 (reported and unreported) fed- 
eral labor injunction actions, which resulted in 508 injunctions.” 


"J. F. Christ, swpra, note 3, at 105. 

“Report No. 1060, 71st Congress, 2nd Session, p. 14. 

* Frankfurter and Greene, supra, note 3, at 52. 

* (1932) 14 Law and Labor 19. 

* Frankfurter and Greene, supra, note 8, Appendix I. 
* Witte, supra, note 3, at 84. 
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now. But this basis is obviously untenable. A more reasonable founda- 
tion for a guess would be the organized industrial population of the vari- 
ous states—on which we have no information! It does not seem fantastic 
to assume however that in the six highly industrialized states of Massa- 
chusetts, New Jersey, Pennsylvania, Illinois, Indiana and Ohio, in each 
of which industry is extensively organized in trade unions, the preva- 
lence of labor injunctions is roughly proportionate to the non-farm 
population. Application of the New York ratio to these six states, with 
allowance for the known pre-war record in Massachusetts, gives a total 
of about 2,800 injunctions in the seven states. 

It would seem evident then that the most formidable task confronting 
campaigners against the abuses of the injunction in labor controversies 
is that of dealing with the practices now prevalent in our state courts, 
three-fourths of which have enacted no legislation whatever on this 
subject. If the new federal law proves to be effective as well as consti- 
tutional, there will be reason to work for similar legislation in the several 
states. If the federal law proves to be ineffective, the states following the 
federal example in this respect will not be likely to make headway. In 
the dozen states* which have enacted statutes similar to the Clayton 
act, the legislation has been generally “construed” into ineffectiveness 
or declared unconstitutional.** In nearly half of the states statutes were 


* Ariz. Civil Code (1918), par. 1464, based on Sec. 20, Clayton act, held constitu- 
tional in Truax v. Corrigan (1918), 20 Ariz. 7, held unconstitutional in Truax v. Corri- 
gan (1921), 257 U.S. 312; Ariz. Code (1928), Sec. 4286; Kan. Gen. Stat. (1923), Sec. 
60-1104; Minn, Stat. (Mason, 1927), Sec. 4256-57; Mont. Rev. Code (1921), Sec. 9242, 
similar to Sec. 20, Clayton act; Ill. Rev. Stat. (Cahill, 1927), c. 22, Sec. 58; N.J. Acts 
of 1926, ¢. 207, similar to Sec. 20, Clayton act; N.D. Comp. L., Supp. 1913-1925, Secs. 
i214al, 7214a2, 7214a3, similar to Sec. 20, Clayton act; Ore. L. (Olson, 1920), Secs. 
6515-6817, copied from Sec. 20, Clayton act; Pa. Acts of 1931 (Act No. 311 p. 926), 
enacting, in substance, the procedural provisions of the Norris-LaGuardia bill; 
Utah, Comp, L. (1917), Secs. 3651-3658, similar to Sec. 20, Clayton act; Wash. Acts of 
1919, c. 185, similar to Sec. 20, Clayton act; Wis. Stat. (1927), Sec. 133.07. In 1931 the 
Wisconsin legislation was expanded into an elaborate code of industrial relations simi- 
lar in many respects to the new Federal act of 19382. The new Wisconsin statute, Wis. 
Stat. (1931), Secs. 133.05 to 133.08, 268.18, 268.19, and 268.21 to 268.30, and most of 
the other laws cited in this note are reproduced, with abridgments in some cases, in 
35 Mo. Labor Rev. 56, at 74 (July, 1982). 

Massachusetts enacted a law (Mass. Stat. 1914, c. 778) providing that no injunction 
should issue to enjoin threatened violations of labor contracts. It was declared un- 
constitutional in Bogni v. Perotti (1916), 224 Mass. 152, as repugnant to the equal 
protection clause. 

“Truax v. Corrigan, supra, note 30; Bull v. Int’l Alliance (1925), 119 Kan. 7138; 
Greenfield v. Centr. Labor Council (1927), 104 Ore. 236; Pac. Coast Coal Co. v. Dist. 
No. 10 U.M.W.A, (1922), 122 Wash. 423; Pacific Typesetting Co. v. L.T.U. (1923), 125 
Wash. 273; Monday Co. v. Auto A. & V. Workers (1920), 171 Wis. 582; Ossey v. Ret. 
Ciks. Union (1927), 326 Il. App. 405; Gevas v. Greek Rest. Workers Club (1926), 99 
N.J. Eq. 770. The tenor of “construction” in these cases is, generally, very like that, 
already described, by which the federal courts have construed away the Clayton act. 
Probably the most recent case is Moreland Theaters Corp. v. Portland Motion Picture 
Mach. Oprs. Prot. U. Local No, 129 (12 Pac., 2nd, 333), in which the Oregon Supreme 
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enacted prohibiting discharge because of union membership and/or pro- 
hibiting the requirement of anti-union promises (“yellow-dog” cop- 
tracts) from employees.** So far as passed upon they have been de. 
clared unconstitutional.**® In 1981 statutes were enacted in Arizona, 
Colorado, Ohio, Oregon and Wisconsin, declaring all contracts cop- 
taining anti-union promises to be against public policy and void.™ In g 
few states laws have been enacted narrowly limiting the issuance of ip- 
junctions without a hearing to the defendants.** Wisconsin in 1927 and 
New York in 1930 entirely abolished these ex parte orders.” Before 
1906 seven states had enacted, and seen judicially buried as uncon- 


Court by a divided bench decided on June 21, 1982, that the statute was no bar to 
injunctive relief, despite the fact that the picketing was peaceable, since in the court's 
opinion no bona fide dispute existed, the strike being over, the contract having expired 
and the jobs having been manned by non-union men. The majority opinion on this 
point rests explicitly on the doctrine of the Duplex case (supra, note 5), although it 
construes the Oregon statute even more narrowly than the Clayton act was construed in 
that case. 

* Cal. (Sims’ Deerings Codes, 1906) Penal Code Sec. 469; Colo. Acts of 1911, c. 5; 
Conn. Gen. Stat. (1902), Sec. 1297; Ill. Rev, Stat. (Hurd, 1899), ch. 48, par. 82; Kans. 
Gen. Stat. (1901), Secs. 2425, 2426; Idaho Rev. Code (1909), Sec. 1456; Ind. Ann. Stat. 
(1901), Sec. 2302; Mass. Ge L. (1921), ch. 149, Sec. 20; Minn. Rev. L. (1905), Sec. 
5097; Miss. Acts of 1908, 3 (applying to telegraphers only); Mo. L. (1893), 187; 
Nev. Rev. L. (1912), Secs. 6792-6798; N.H. Acts of 1918, ch. 208, Sec. 1; N.J. Comp. 
Stat. (1910), Secs. 129-131 (p. 3051); N.Y. Penal Code (1887), Sec. 17la (invalidated 
in Peop. v. Marcus, supra n. 15; N.Y. Consol. L. (1909), ch. 40, Sec. 531, embodies 
same principles as Sec. 17la of Penal Code (1887) but apparently not yet construed; 
Ohio Rev. Stat. (Bates, 1903), Secs. 4364-4366; Okla. Rev. L. (1910), Sec. 3763; Ore. 
L. (Olson, 1920), Sec. 2181; Pa. L. (1897), Act. No. 98; Puerto Rico, Acts of 1917, No. 
42; La. Acts of 1914, No. 294; S.C. Crim. Code (1912), Sec. 487; Wis. L. (1899), ch. 
832. State courts of last resort or federal courts have declared the statutes unconsti- 
tutional in 11 of the foregoing 22 jurisdictions (cases cited swpra n. 15) and their 
tenor, finally, has been confirmed by the United States Supreme Court in Coppage ». 
Kansas, supra n. 11. 

8 See cases cited supra note 15 

* Ariz. Acts of 1931, ch. 19, Sec. 1360a; Colo. Acts of 19381, ch. 112, Sec. 1; Ohio Acts 
of 1931, p. 562; Ore. Acts of 1931, ch. 247; Wis. Stat. 1931, Sec. 103.46. The texts of 
the five statutes are reproduced in 35 Mo. Labor Rev., at 86 (July, 1982). The statutes 
of Arizona, Oregon, and Washington stipulate further that such promises or agree- 
ments “shall not afford any basis for the granting of legal or equitable relief by any 
court.” On June 14, 1932, tl ew Jersey legislature enacted a similar statute, Laws 
of 1932, ch. 244. 

* Kans. Gen. Stat. (1923), Sec. 60-1104; Minn. Acts of 1929, ch. 260, Sec. 4256; Pa 
Acts of 1931 (Act No. 311, p. 926); Wis. Stat. (1981), Sec. 183.07, par. (2). It is said 
by Frankfurter and Greene (supra, note 2, at 187) that the practice of the Massa- 
chusetts courts “has substantially eliminated the issuance of restraining orders, before 
a hearing” despite a statute, Mass. Gen. L. (1921), ch. 214, Sec. 9, “not nearly so 
sweeping in terms” as the laws of other states which have legislated on ex parte orders. 

* Wis. Stat. (1931), Sec. 133.07, par. 2; N.Y. L. (1980), ch. 878, amending Civil Pr. 
Act Sec. 882. The New York Statute, unlike the Wisconsin one, applies to all applica- 
tions for injunction, not merely those arising out of labor controversies. It has been 
reviewed in Hunt v. Stirone (1931), 232 A.D. 262 and Stuhmer Co. v. Korman (1932), 
257 N.Y. Supp. 140. 
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stitutional, laws calling for jury trials in contempt cases.*’ Since the 
war four other states have passed similar laws.** 

Finally in 1981, even before the new federal bill became law, but after 
it had been given extended consideration by Congress, the state of Wis- 
consin enacted a comprehensive law which was very similar to the Nor- 
ris-LaGuardia bill. Wisconsin thus has become the first state to enact 
what amounts to a labor code defining the policy of the state toward 
collective bargaining and the use of the injunction.” 

The only other state to enact legislation along the lines of the Norris- 
LaGuardia bill has been Pennsylvania whose statute is much less com- 
prehensive than Wisconsin’s.*° The only other effort known to the pres- 
ent writer to embody in state legislation the ideas of the federal bill 
took the form of a bill introduced last year in the Massachusetts leg- 
islature and before passage declared unconstitutional in a declaratory 
judgment by the Supreme Judicial Court of that state.“* A few years 
ago the American Civil Liberties Union organized a National Committee 
on Labor Injunctions, which in addition to other activities in this field 
has prepared and had introduced in several legislatures a draft of a 
model bill for the states. The Committee’s model bill was passed by the 
New Jersey Assembly this year and is now pending in the Senate. 

The federal anti-injunction bill fried on the legislative griddle in one 
form or another for nearly five years before enactment. As passed it is 
a revision of a substitute introduced as an “amendment” to the original 
bill introduced by Senator Shipstead in December, 1927. The original 
bill was seven lines long and gave short shrift to labor injunctions by 
saying that “equity courts shall have jurisdiction to protect property 
against irreparable injury arising from definite destructive action, when 
there is no [criminal or civil] remedy at law . . . and nothing shall be 
held to be property unless it is... tangible and transferable. . . .”*? Be- 
cause the original bill, in thus neatly disposing of labor injunctions, also 
jeopardized such writs in other classes of cases where, as in patent ac- 
tions, they scarcely could be dispensed with, and because many careful 
students of the problem were convinced that even in many labor cases 

* Nichols v. Judge of the Superior Court (1902), 180 Mich. 187; Watson v. Wil- 
liams (1858), 36 Miss. 331; State v. Shepard (1903), 177 Mo. 205; ex parte McCowen 


(1905), 189 N.C. 139; Hale v. The State (1896), 55 Ohio St. 210; Smith v. Speed 
(1901), 11 Okla. 95; Carter’s Case (1899), 96 Va. 791; Burdetts’ Case (1904), 103 
Va. 838, 

*Utah Comp. L. (1917), Sec. 3655; N.J. L. (1925), ch. 169; Wis. Stat. (1981), Sec. 
133.07 par. (4), Pa. Laws of 1931, Act No. 310, p. 925. On several occasions such bills 
have been introduced in the New York legislature, but have invariably failed of pas- 
sare, 

*Supra, note 80. 

“Pa. Acts of 1981 (Act No. 811). 

“In re Opinion of the Justices (1931), 275 Mass. 580, 

“iist Cong., 2nd Sess., Senate Rept. 1060, Pt. 2, at 1. 
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THE WORLD’S OUTPUT OF WORK 


The total amount of work done in the world may be computed if reasonable general 
assumptions are made. Human labor corresponds to about one-eighth of the total, 
whereas mechanical work done by the utilization of the energy in coal corresponds to 
two-thirds. The work done by petroleum greatly exceeds that done by water power 
which is less than human work. The per capita work done in the different countries of 
the world varies widely, ranging from 13 horsepower-hours daily per capita in the 
United States to less than one-half horsepower-hour in India and China. A general 
relationship between work done per capita and economic well-being is observable; but 
1 precise correlation is not yet possible. 


The qualitative relation between work and wealth has often been dis- 
cussed by economists, notably by Hobson’ and Carver.’ No one, so far 
as I know, has essayed to develop any general quantitative relationship. 
The reason, of course, has been that, until recently, the only possible 
answer to the question as to how much work was being done in the world 
at any given time was that the data were not available. As data gradual- 
ly became available they were at first fragmentary and perhaps even 
somewhat misleading. The United States Census has, for example, long 
reported the horsepower of the prime movers in the United States. 
Careful students were aware that the figures there given represented 
computed capacity for work, not actual output, and also applied only 
to stationary engines, although locomotives and the engines on steam- 
boats were, from 1880 to 1880, the most important sources of mechani- 
cal work in our country. As time went on statistical data increased in 
volume and reliability. No one attempted, however, to use it to make 
quantitative estimates of the total amount of work done in the world; 
possibly because those interested in the broad general question were not 
sufficiently familiar with the technology involved to make such an at- 
tempt, while those familiar with the technology sought to attain more 
precise data rather than to make use, in this way, of such approxima- 
tions as were available. 

About ten years ago the author was led, through interest in the 
question as to how much man’s capacity for useful work had been mul- 
tiplied by the use of coal, to compute the work done annually by coal 
in the principal countries of the world, and later to add to it the work 
done by petroleum and water power. These calculations could, of course, 
only be made on the basis of averages and assumptions. Enough statis- 
tical data are available, however, to justify the reasonableness of the 
assumptions; and, since they were the same for all countries, the results 
had at least a comparative value. When the totals of work done by 
mechanical means were compared with the output of human labor, the 


Work and Wealth: A Human Valuation, J. A. Hobson, N.Y., 1914. 
‘The Economy of Human Energy, T. N. Carver, N.Y., 1924. 
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contrast was so striking that the published summaries*® attracted much 
public attention. These calculations were mostly based on data for 
1924-5, and as the amount of work done by mechanical means was 
rapidly increasing I have since made a new set of calculations, includ- 
ing a larger number of countries and using the latest figures available 
that were quantitatively the largest* (usually 1929). The results «given 
in the accompanying tabulation may therefore be roughly taken as 
representing the highwater mark in the world’s output of work. To 
this I have added a calculation of the daily output of work in the United 
States in 1932, as a guide to inferences as to the quantitative effect of 
the recent decrease of productive activity throughout the world. 

In preparing the tabulation on a per capita basis it was necessary 
to use total population figures (they being the only ones available); 
and, since neither the very young nor very old work, it was necessary to 
deduce some average figure for the ratio between the reasonably well 
known average input of energy in food and that part of it which re- 
issues as work. Everything considered, it seemed wisest to place this at 
700 kilogram-calories per day. Since much of this work is used in moy- 
ing the body and its parts, the useful work may be estimated at one- 
third of the total, or 720,000 foot-pounds per day as the individual ay- 
erage for the total age group. This checks closely with the common as- 
sumption that an ordinary laborer works at the rate of %o horsepower. 
Taking into account the whole population group from new-born babes 
to those about to die of old age, seasonal fluctuations in the working 
rate, and holidays, and reckoning on 4% horsepower for ten hours each 
day, the average daily per capita work done would be 660,000 foot- 
pounds, or within 10 per cent of the first estimate. This is the figure used 
in calculating the table, and whatever error resides in it applies equally 
to all the countries concerned. The population figures I have taken from 
the World Almanac. 

The total quantity of coal consumed yearly in the countries listed is 
not difficult to approximate; and dividing by 365 gives an average daily 
rate of consumption. Fucl-operated public utility plants in the United 
States averaged 1.2 pounds of coal per horsepower hour in 1980; but 
these are the most efficient users of coal, and not all coal is used for 
power. In Germany and Czechoslovakia much lignite is used; and it 
would not be fair to reckon it as coal, for it has a much lower energy 
content. The published analyses of bituminous coal show that it ranges 
from 7,800 B.t.u. in low grade to 14,800 B.t.u. for high-grade. To at- 


*“The World’s Output of Work,” Mechanical Engineering, May, 1926, p. 531; 
“World’s Output of Work,” The Nation’s Business, July, 1926, p. 37; “The American 
Secret,” Atlantic Monthly, March, 1927, pp. 289-294. 

*Maximum coal consumption in the U.S. occurred in 1918, but total work done was 
largest in 1929, so the latter year was selected. 
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tempt to approximate the average grade of all the coal used in each 
country and then estimate the average efficiency with which it is used 
would not only be impracticable but misleading as well; for elaborate 
calculations give results no more accurate than the original data on 
which they must be based. For our purposes here I have assumed that 
four pounds’ of coal on the average, the world around, yields a horse- 
power-hour of work. The lignite figures for Germany and Czechoslova- 
kia have been weighted, but no attempt has been made to compensate in 
the other countries. The countries which use low-grade coal and which 
have few large high-efficiency power plants thus make a relatively better 
showing than is probably their due. 

An estimate of the average work done by a barrel of petroleum in- 
volves a different set of factors of uncertainty that have all been con- 
sidered, leading to the estimate that a barrel of crude, on the average, 
yields 183 horsepower-hours of work. It is interesting to note that this 
corresponds closely to the work output for a day of 500 average per- 
sons. Both the petroleum and coal computations are, of course, based on 
consumption and not on production figures. 

As regards the work done by water power, a curious situation exists. 
The United States Geological Survey reports the horsepower-hours of 
work output of the plants in the United States, but for many of the 
other countries of the world we have only estimates of the capacity of 
the plants. The only possible procedure for these appears to be to as- 
sume that the actual output in these countries bears the same relation to 
capacity as in the United States. Even though this assumption may 
not be justified, because of uncertainty of the validity of estimates of 
capacity, the resulting figures are small for most countries and seem 
adequate for our main purpose. 

Before presenting the table a word must be said about the work done 
by animals and wind power. The latter is known to be so small that its 
omission from world averages seemed justified, while estimating the 
work done by animals presented all the difficulties of the calculation of 
human work, plus others peculiar to it. My own view is that animals, 
while locally important, contribute not more than five per cent to the 
useful work of the world. On the other hand, human beings have to do 
so much work in taking care of animals that it may be questioned 
whether their use adds much to the net total, even though it may be 
effective toward the accomplishment of a specific purpose, such as 
breaking the soil or hauling loads. Since the main purpose here is to 
approximate a quantitative estimate of the degree to which man’s capac- 
ity for useful work has been multiplied by mechanical means and since 


* This figure also allows for that part of the coal which is not used for doing work. 
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the helpful efforts of animals, whatever they may be, are declining 

rather than increasing in importance, their omission seemed justified, 
Even the most casual inspection of this table indicates that care 

must be used in drawing inferences from it. For example, Canada has 


Datty Output or Work 


— 4 


Millions of horsepower hours) Daily 
Popula- | output 

Coal |Petroleum| Water tion per 

(millions) | capita 


United States. . .| 
Canada... 
Norway. 
Belgium... 
Great Britain. . 
Germany. . 
Sweden... 
Switzerland. . 
France. 
Czechoslovakia. 
Australia. . . 
Austria 
Union of So. 
Africa... 
Holland. 
Poland. 
Chile... . 
Japan... 
Argentina 
Italy 
Spain. 
Mexico... 
Hungary. . 
Rumania 
Russia. . . 
Bulgaria. . 
Yugoslavia 
Peru... 
Brazil. . 
India... 
China... 


CO DO 


~ 


geo 
Ono 
or 


2) 


Or 


Totals.......| 475.8 | 2244.5 .83 | $58.15 |3,747.78 |1,518.87 


* Includes natural gas 

b Quantities omitted; too small to be of importance. 
almost the same per capita output of mechanical work as the United 
States, when coal, petroleum, and water power are averaged. But the 
daily work of water in the United States is one horsepower-hour per 
capita of population whereas in Canada it is almost six per capita, or 
nearly half the total. When we ask ourselves what kind of work is done 
by water power in Canada we recognize that much of it goes into elec- 
tro-metallurgical and other enterprises, such as the production of alu- 
minum, carborundum, etc. To produce a pound of aluminum requires 
about 20 times as much energy as to produce a pound of iron; and 
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that leads us to the question as to whether a pound of the one metal 
is enough more useful than the other to warrant equal rating of the dis- 
parate amounts of work done to produce them. The relative usefulness 
of different kinds of work takes us completely beyond the limits of this 
discussion; but it is desirable, in considering the figures of per capita 
work for Canada, Norway, Sweden and Switzerland to remember that 
the proportion of work done by hydro-electric power is large in those 
countries, and it is, to a considerable degree, employed for purposes that 
require tremendous amounts of energy. 

But, aside from considerations such as these, some general aspects 
of the tabulation are of much interest. It appears that nearly one-half 
of all the work being done in the world is performed in the United States. 
The quantity of work here done by mechanical means is approximately 
40 times that performed by our people.® With the exception of Canada, 
no other nation does more than half as much work per capita as we do. 
About two-thirds of the work of the world is done by coal and nearly 
a quarter by petroleum, while water power amounts to less than one- 
tenth. One-third of all work done by water power is done in the United 
States, one-sixth in Canada, and Japan and Italy together contribute 
one-sixth more. France, Sweden, Norway, Germany, and Switzerland 
account for more than another one-sixth. Norway ranks seventh in total 
quantity but first in per capita water-power work; the United States 
is first in total quantity but fifth on the per capita basis. 

In Japan two and one-half times as much work per capita is done by 
coal as in Russia, and it comes as a surprise to find that Argentina far 
outranks Russia in per capita work done by petroleum. One then recalls 
that a quarter of the population of Argentina inhabits one city and 
the ten largest cities correspond to nearly half the total, while two- 
thirds of the population of Russia is in a region where the average 
density is 5 per square kilometer. It might, indeed, be interesting to com- 
pute the average work done per square mile in the different countries. 
Holland, with a slightly larger population than the Union of South 
Africa does a little more total work, but over 40 times as much work per 
square mile of area. 

Another interesting generalization is that %4o of the total population 
shown in the table lives south of the equator and %4o of the total work is 
credited to the same region. On the other hand, three countries in the 
north hemisphere contain over half of the total population shown, 
but do only 149 of the total work. 

No attempt has been made to correlate these estimates of the per 
capita work being done in these countries with estimates of their per 


* Popular statements in regard to the number of electrical or mechanical “servants” 
we have are usually based on capacity, not work actually done. 
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capita wealth, because no estimates of the latter seem to be available 
for many, and the data available for others present great discrepancies, 
Physicists have precisely defined work, but I am unable to find that 
economists have agreed upon a precise definition of wealth. It must in- 
deed be difficult to estimate an undefined quantity. 

Finally there remains the question how much has daily work declined 
since 1929. Figures are not yet available except for the United States, 
Here the work done by water power in 1930 was 95 per cent of that done 
in 1929, and in 1931 just under 90 per cent of that in the earlier year, 
For petroleum the corresponding figures are 90 per cent in 1980 and 80 
per cent in 1932. For coal and natural gas the work output in 1930 
was 90 per cent of that done in 1929 and in 1981 only 75 per cent.’ 
For all three combined the work output in 1931 represents 77 per cent 
of the 1929 output. The National Industrial Conference Board esti- 
mated that the hours per week worked by persons employed in June, 
1932 were 67.3 per cent of the hours worked in the corresponding 
month of 1929. Preliminary estimates of coal production in 1982 indi- 
cate that the work done by coal declined to 59 per cent of that done in 
1929. It is clear that coal has borne the brunt of the decline from the 
high level of activity in 1929, but the actual decline is apparently less 
serious than might be inferred from press reports of important indus- 
tries working at 15 to 20 per cent of capacity. The disparity with the 
decline in security values is even more striking. 

In conclusion, it should again be said that no more accuracy is 
claimed for the figures given than inheres in them. Even the population 
figures, as in the case of China, are subject to some doubt, while pro- 
duction, import, and export figures of coal and petroleum are not equal- 
ly reliable for the different countries. The variation in the composition 
and efficiency of use of coal in the different countries makes the results 
of computations based on uniform assumptions for all countries only 
of general suggestive value. Even at that they appear to be closer to 
reality than the concept of an average family of five persons, or an 
assumed minimum standard of living, and should consequently be of as 
much service as deductions based upon the latter. 

Tuomas T. Reap 

Columbia University 


* Changes in stocks have not been taken into account; it is possible that if they were 
1930 would show a greater decline in work output as compared with 1931. 
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ECONOMICS OF SAVING 


I. Spending is the exchange of money for other goods. Saving is accumulation of 
goods. Transfer of the power to purchase. Hoarding a small, though important, species 
of saving. Savings not necessarily in the form of capital goods. Relations to thrift. 
Forms of spending and saving in parallel columns. Lags often involved. The merchant’s 
interest in the return of consumers. Aggregate spending hardly a matter of choice. 
Il. Priority of the obligation to save for a reserve. The accumulation of durable con- 
sumption goods, public as well as private, next in rank. Not the business of the rich 
alone to save. Corporate savings. Overspending more to blame for business depression 
than oversaving. III. The problem of adjusting the availability of income to the course 
of needs. Poor economy of the separation of ownership and use of durable goods and 
general inadequacy of their supply and quality; hence need of saving here. Instalment 
buying not in general a means of better adjustment; also very costly. IV. Reciprocity 
of causation in relation to business depression. General expenditure cannot be in- 
creased at will. Maladjustment may spread. Greater regularity of labor income might 
well be secured at the expense of greater irregularity of income from property as the 
buffer. Less speculative and other varying use of credit would help. More and more 
evenly distributed saving fundamental. V. No reason why the economist should debar 
himself from ethical considerations. Thrift a virtue and obviously economical. Economy 
of saving by the less well-to-do, Mixed motives. 


This article has a double purpose. In incidentally showing the crudity 
of current arguments that everybody should (and by implication can) 
spend more freely, it is not at all original, although many economists, 
as well as others, are confused by the tendency to identify saving with 
investment. In calling attention to the less commercial forms of savings 
and their importance in rational economy, it is believed to emphasize 
neglected aspects of economic theory. Clarification of ideas in both 


respects should be greatly aided by an adequate classification of species 
of saving and of spending. 


I. Some Fundamental Definitions and Comparisons 


Spending is the exchange of money or of purchasing power for goods 
other than money. Since the usual purpose of spending is consumption, 
it is often assumed that spending is equivalent to consumption. But the 
two are in no proper sense synonymous. Spending is the commercial 
disposal of money or purchasing power, while consumption is the en- 
joyment of goods or their utilization for satisfaction.” 

Saving refers to thrift and accumulation, of course in varying de- 
grees. It is a broadly economic phenomenon with no necessary commer- 
cial implication, since it is possible directly to embody one’s own labor 
in durable goods. Even where commerce enters into the process, how- 
ever, saving is not opposed to spending, since the accumulation of 
commodities is merely an optional next step to their purchase. 


‘Spending, therefore, refers to the removal of commodities from the market. Al- 
though economists often define spending in a way to make it synonymous with con- 
suming, in the commercial world and in popular arguments, that does not appear to 
be what is meant, even though the connotation of opposition to saving is illogically 
retained in such usage. In fact, of course, the value of what is spent for consumption 
goods largely remains in existence and a source of (psychical) income for a long time. 
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There is, however, one particular type of saving, which distinctly 
does not involve any spending. Hoarding (of money, it is understood), 
whether in pocket, till, or safe-deposit box, is the negation of spending 
and a clear case of absolute opposition between saving and spending 
Spending for personal services that disappear as rendered is at the 
other extreme and involves no possibility of saving. The purchase of 
economically perishable commodities is not quite the same, since the 
commodities may be physically durable and may be held some time before 
being consumed. 

The spending of money in the purchasing of durable consumption 
goods necessarily involves some small degree of saving. The element 
of durability in articles of clothing purchased is easily lost sight of 
and ideas on the subject are unduly influenced by the fact that, con- 
mercially, such goods are completely removed from the market by 
consumer purchases. As regards articles of household furniture of 
good quality, the partial coincidence of spending and saving ought to 
be generally recognized. Moreover, the value of the perishable goods 
used up in production is re-embodied in products; and savings so utilized 
thus continue to exist. 

Saving effectuated by the purchase of securities or by deposits in a 
bank is somewhat different because this process amounts to the transfer, 
rather than the exercise, of the power to purchase or to spend. It makes 
no essential difference that a small fraction of the money deposited in 
the bank may be, in a sense, hoarded as increased reserves. This amount 
is perhaps no greater, in proportion to deposits, than that which con- 
sumers spending their income about as they receive it keep in their 
pockets. The essential point is that the individual who saves in this 
way coincidently spends through an agent instead of directly. 

Payment of one’s debts—buying one’s own “paper”—is not different 
economically, for present purposes, from buying outstanding obligations 
of others. Both are correctly regarded as merely the transfer of the 
function of spending (which occurs only with the exchange of money 
for goods, rather than for paper property or for rights or their docv- 
mentary evidences). 

The prevalent and persistent idea of an antithesis between saving and 
spending is only justified where the comparison is between spending 
money for perishable consumables that are promptly used up and the 
actual hoarding of it as treasure. The fact that savings now embodied 
in material goods have, in general, at some previous time been held 
(though perhaps only momentarily) in the form of money means merely 
that spending has preceded the existence of savings in the concrete form 
in which they are now embodied. 

Saving is fundamentally a matter of postponement (in whole or in 
part) of enjoyment. Associated expenditure is nevertheless most likely 
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to occur promptly. Hoarding is the only clear case where both expendi- 
ture and enjoyment are postponed. Saving is effected by spending 
money (or utilizing purchasing power) in a way to embody it in goods 
of which the enjoyment is, at least in part, postponed. 

Moreover, saving is the accumulation, not merely of capital goods, 
but of goods generally. Because an investment yields interest or other 
pecuniary income and because, therefore, enjoyment of such income 
furnishes an incentive to leave the saved principal amount intact indef- 
initely, saving is incorrectly identified with financial investment. Resi- 
dences occupied by their owners, and thus not regarded as capital, and 
household furniture represent accumulation and saving, though for 
personal and family use and a matter of private economy. The large 
absorption of savings in capital goods managed by others than those 
who save tends to give saving a connotation of business and finance 
which is both logically and practically erroneous. The pots and pans 
of the housewife are as much the result of saving as are the same 
articles employed by a restauranteur or used by the cook of a lumber 
camp. 

However, with the division of labor and the advanced evolution of 
commercial institutions, both the money stage and the investment meth- 
od become more and more conspicuous in the process of saving. The 
saver, if he is not a farmer living on his own farm, seldom spends the 
money thus used for concrete capital goods; instead his savings are 
deposited in a bank, perhaps to be later employed by him in the purchase 
s of securities. The bank lends the money to a capitalist, presumably a 
corporation; or perhaps the saver and the capitalist are brought into 
somewhat more direct connection through a bond house. 

Various forms of accumulation and savings may be distinguished, as 
is done in the list at page 68. In social as well as in individual and 
domestic economy, the fundamental matter is an increased supply of 
durable and permanent goods; but “circulating” and “working” capital 
may also embody savings, and permanently as regards the capital fund, 
though the identity of its concrete content is continually changing 
through exchange or through productive consumption. It should be 
noted that the word “supply” implies, not only that things are accumu- 
lated, but that the things accumulated are wanted. 

With the development of institutions of trade, the remoteness of 
savings from the accumulation and possession of actual money is in- 
creased, although the value measure continues to be money. Bank de- 
posits can be turned into definite amounts of money on short notice. 
Securities have a variable money value; and the extreme variation, in 
the course of years, of their valuation greatly complicates the computa- 
tion of the amount of savings represented. Logically, it would be proper 
‘o consider as the quantity of savings the concrete capital they repre- 
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sent, as measured by some standard, presumably involving the use of 
money as a common denominator, but not merely on the basis of the 
price obtainable at a sale. 

Saving, in brief, is fundamentally a matter of time relations between 
cost or expenditure and satisfaction. If the enjoyment incurred is cop- 
temporaneous with the expenditure and is completed at that time, 
through the receipt of personal services or the consumption of perish- 
able goods, then there is no saving. If the enjoyment is in part deferred, 
there is some saving. There is, nevertheless, presumably 100 per cent 
spending. Saving is accomplished, not by abstinence from spending, 
but by the embodiment of expenditures. 

It is desirable in this connection to mention another sense of the 
word saving—the sparing employment of material goods—which refers 
to the more efficient adjustment of expenditures and returns, such that 
some resources that might have been dissipated in spending are left over, 
This left-over element is potential saving in the further sense dealt with 
previously, if the expectations of the saver as regards immediate satis- 
faction are sufficiently met by the lessened expenditure so that he will 
devote the balance to durable goods. 

This special meaning of the word saving suggests its relationship, also, 
to the idea of thrift. Thrift is ordinarily thought of as the virtue in- 
plied in saving, though there are those who deny it such character. Even 
though it may often be economically misdirected and sometimes ultimate 
ly wasteful, the considerations presented below are believed to justify 
its claim to be recognized as one of the minor virtues. 

The relations between saving and spending can best be summarized 
by showing the comparable species of each in parallel columns. In 
general, the two are related and complementary parts of the same de 
velopment, though differing more or less as process and result. 


Spending Saving 


Purchasing and promptly using up No corresponding saving is involved 
perishable consumption goods or or possible.® 
spending for personal services. 


No spending corresponding to the act Hoarding in pocket or till or strong- 
of hoarding is involved or possible.® box. 


* The writer has been interested to note the absence of any connection in his own 
mind between being thrifty and thriving (except as applied to plants), such as the 
origin and form of these words might properly suggest. And in fact, thrift does not 
appear to be an important road to conspicuous economic success. But it is an important 
safeguard against dependency and an important contributor to economic order and 
progress. 

* With a qualification, since the hoarding of certain kinds of food is possible and 
their purchase may precede such hoarding. 

‘ Effectual hoarding of bank reserves may occur to a limited degree without this 
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Spending 


Purchasing durable consumption 
goods and using them, presumably in 
a way to use them up ultimately, but 
only gradually. 


Purchasing or obtaining by exchange, 
as commercial or industrial opportun- 
ities offer, perishable production 
goods or circulating or working capi- 
tal. 


Purchasing items of fixed capital (by 
the individual). 


Purchasing newly issued securities, 
and thus delegating to the seller the 
function of spending, presumably for 
one or another sort of capital goods, 
especially fixed capital. 


Spending indirectly through delegat- 
ing the function of purchasing to 
those selected to receive loans by a 
bank. 


Buying securities of established busi- 
ness enterprises and thus giving their 
former owners funds, who then do 
the spending, presumably by way of 
reinvestment or by the purchase of 
capital goods, though they may spend 
otherwise—transferred spending. 


Payment of debts previously incurred 
for consumption or investment, the 
expenditure being thus transferred to 
others. 
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Saving 


Accumulating durable consumption 


goods. 


Accumulating circulating capital, 
working capital, or perishable pro- 
duction goods. 


Accumulating fixed capital (by the 
individual ). 


Acquiring and accumulating securities 
of new enterprises, or of such as are 
enlarging their facilities by new is- 
sues. 


Depositing money in a bank. 


Acquiring and accumulating securities 
on an exchange—thus taking over the 
ownership of the savings of others. 


Reduction of indebtedness—a pri- 
vate-economic process. The socio- 
economic effect of the whole develop- 
ment depends on what the creditor 
does with the payment and on what 
the debtor did, as regards durability 
of results, with the funds borrowed. 
The connected events consist essen- 
tially in making previous savings of 
others effective for the borrower. 


There are certain time lags between the receipt of money and the 
spending of it, and the lengthening of the interval may have the social 
and economic effect of hoarding. But in most such cases—so thoroughly 
commercialized are our methods of living—the money is meanwhile left 
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in a bank. This may facilitate spending by someone else. But the bank 
may be disposed to accumulate cash (or be compelled to) because of 
lack of confidence. This condition relates primarily to credit institutions 
and their effects, however, rather than directly to the general balance 
between saving and spending and is normally a minor factor. 

Merchants, and those mercantile-minded economists who preach the 
need of spending as opposed to saving, are actually interested, not only 
in the withdrawal of goods from the hands of dealers by consumers, 
but in the prompt return of the latter for more. Hence they like to have 
the goods used up or discarded and duplicate purchases made promptly 
—abundant examples of which ideas are afforded by the commercial 
propaganda of various industries. Style emphasis is in general so mo- 
tivated. The merchant wants a return to the market to purchase the 
commodity he handles. He is not consoled by the idea that the consumer 
will be enabled to buy something else if he does not have to buy that. 
The manufacturer as a seller, of course, has the same sort of ideas. The 
hammer manufacturer laments that a hammer lasts a lifetime and that 
few are lost. The tin-can manufacturer rejoices that his product is used 
but once and discarded. 

It is no new thing in economic thinking to generalize an action or 
possibility which in its nature is alternative or a matter of competing 
and exclusive choices. If all income is spent, it is not possible to increase 
expenditure for one object out of a given income without decreasing it 
for another. It is true that the basic proposition here is subject to minor 
qualifications, because a bit of income may, irrationally enough, be 
hoarded, and hoards may be depleted; also because apprehension and 
conservatism in deciding to spend may increase lags all along the line; 
also because present purchasing power may be increased through the 
anticipation of future income by borrowing, or decreased through the 
payment of debts; and it is not quite true (though true with lags dis- 
regarded), with banks functioning as they do, that this last means 
merely a transfer of money to someone else and not a net change in pur- 
chasing power. But the foolishness of the generalization that every- 
body can spend more everywhere, because anybody at any time can 
spend more for a particular object, cannot be condoned merely because 
total spending power is somewhat elastic and not absolutely fixed at 
any given time. The way to increase spending is through increasing i- 
come. For the general result desired, however, it is at least as important 
to increase the continuity of income and expenditure as it is to increase 
at times and erratically the maximum volume of available purchasing 
power. 

Only by releasing a hoard or by incurring debt can the expenditure 
of a given individual in a given period be increased, unless his income }s 
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increased. And from a general viewpoint, only the releasing of a hoard 
is thus effective, since incurring debt is merely obtaining the use of 
another’s purchasing power.° The accumulation of a hoard will anal- 
ogously decrease the effective purchasing power of both the individual 
and of society. The payment of a debt decreases purchasing power for 
the individual but, from a general social point of view, merely transfers 
it to someone else. The individual’s payment of a debt does not affect 
the total situation, except that qualification on account of lags and 
changes in direction of current expenditure is necessary. 


II. Precedence and Proportion in Saving 


The question as to whether saving is excessive or deficient is a matter 
of private economy primarily. But the factors determining reasonable 
choice appear to point in the same direction from the viewpoint of the 
individual and family and from that of society in general. 

First in order of precedence in the making of savings is the provision 
of a reserve available to insure the possession of means for necessary 
future expenditures, and especially to equalize expenditures through 
time by filling gaps due to irregularities and decrease in income. The 
sufficient reason for accumulating such a reserve is in no way conditioned 
by the receipt of an income therefrom, though the amount accumulated 
primarily as a reserve may be somewhat larger by reason of the added 
income inducement. 

Formerly reserves were held to a considerable extent in the form of 
such foods as were not subject to spontaneous deterioration. At present, 
with reference both to the facility with which the reserve may be spent 
or utilized when needed and to convenience as regards its care and safe- 
guarding, it may be assumed to be practically always kept in the form 
of bank deposits, presumably in a savings bank. 

Second in rank as a form of accumulated savings are durable con- 
sumption goods. While it is easy for a person of means to surround 
himself with too extensive and too complex personal and household 
equipment, there is a general deficiency of the quantity and durability of 
such equipment, even in a country with so high a standard of living as 
the United States. In this class belong buildings for residence use, as 
well as furniture and articles usually kept in homes.® 


*The necessary qualification with regard to the creation, as distinguished from the 
tere transfer, of purchasing power by credit institutions, should perhaps be repeated. 


Also, the reference here is to income and purchasing power in terms of the money unit. 
The reduction of prices is just as effective a means of increasing real purchasing power 
and real income as is the increase of available dollars. 


_ ‘With the idea that saving involves investment for pecuniary income, A. E. Monroe, 
in an article (able in its analysis but in need of new premises) entitled, “Investment 
and Saving: a Genetic Analysis,” (Quarterly Journal of Economics, vol. xliii, pp. 
567-603, Aug., 1929), distinguishes “the consumption use: savings are employed to pro- 
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In the present connection there should be mentioned, though not as g 
separate class of objects of saving, certain socially owned and adminis- 
tered and enjoyed consumption goods, such as public highways, libraries, 
museums, etc. Such accumulations are made mainly out of the proceeds 
of taxation. 

Durable consumption goods are not ordinarily thought of as either 
yielding income or available for reserves, yet they serve, though not cer- 
tainly with high efficiency, in both ways. Shelter, clothing, and some 
sorts of household equipment would have to be rented if not owned. The 
specialized nature of durable consumption goods makes it difficult satis- 
factorily to liquidate or mortgage them under stress, but this is a 
matter of degree. The controlling consideration in their accumulation 
should be economy of use and satisfaction, and their proper ordering 
and quality are important rather than their abundance. Deficiency in the 
majority of families, however, is the rule. 

Of the three classes of savings to which attention is here devoted— 
namely, reserves, durable consumption goods, and capital goods yielding 
pecuniary income—the third ranks lowest. In other words, saving for 
income is properly a third choice, instead of being pretty much the whole 
thing, as is commonly assumed. Saving for income describes the process 
only from the point of view of private economy. From the general 
economic viewpoint, the saving in question consists in the supplying 
of funds for the purchase and accumulation of capital goods presumably 
(though not necessarily) administered by other than the savers, as by 
corporations. 

The due proportion of saving to income has relation to the age and to 
the prospective as compared with present earnings of the person saving. 
The saving of an undue amount from meager incomes at the expense of 
sufficient food and comforts is probably not unknown, although the ac- 
cumulation of at least a small reserve, even at the cost of eating less 
than one well may, is properly to be regarded as economical. The saving 
of an undue amount from an income which may reasonably be expected 
to increase considerably in the future is probably more frequent. Still 
more common, however, owing to the egotistic and optimistic tendency of 
human nature, is the assumption that future increase of income will take 
care of everything, so that there is no occasion to make immediate sav- 
ings. It is appropriate that accumulated savings be depleted in declin- 
ing years, at least if there are no direct heirs and if the savings are not in 


vide some form of consumers’ goods, either for individuals who could not buy them 
with their own resources, or for societies which could not have them otherwise” (p. 
569). According to this, apparently, when a clerk saves his money and buys a radio for 
cash, nothing has been saved, but if he buys it on the instalment plan, there has been 
saving to finance this credit transaction. 
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some sense a family accumulation. This can be effected by the putting of 
accumulated savings into the form of life annuities. 

In general, the question as to the due total proportion of saving to 
income is too complex for a definite answer where such an answer is a 
side issue. Much depends on the character of the income as well as on 
the number of dependents and the degree of their dependency. Earned 
income should in much larger proportion be saved than an income 
derived from well-distributed investments, which is by comparison per- 
petual. Though primarily the proportion of saving to be done is a 
matter of prudence, and an affair of the private economy of the in- 
dividual and the family, it is a duty of the individual] to accumulate a 
consumption reserve. But saving for income is not, in general, a duty, 
though it is perhaps a duty for those with surplus income living in a 
| country deficient in capital.’ 

It is usually assumed by economists that persons already having large 
property accumulations and large incomes therefrom perform the func- 
tion of saving for the community in general, as it relates to the provi- 
sion of capital goods. The importance of this element in the total of 
savings, however, is possibly exaggerated and the situation by which 
savings are provided for in this way may, from a general social point 
of view, be uneconomical, both as regards the way the controlling mo- 
tives work and as regards the uses to which the savings should be put. 

In recent years corporate savings have become increasingly important 
and corporations are criticized for “oversaving.” Income available for 
dividends is largely reinvested in capital goods. The legitimate incentive 
to such saving is future income, and, if the income reasonably to be 
expected is not adequate, the management of the corporation is not 
doing its duty. That the income received from such savings is not handed 
to stockholders as dividends is not essential. Stockholders who need to 
convert their interest in such accumulations into cash can do so through 
a partial sale of their stock, provided, of course, the accounting meth- 
ods of the corporation and publicity regarding results of operation are 
all that they should be. 

Those who think that business recession is due to too much saving 
and too little spending have been especially inclined of late to blame 
corporations for their savings. It is obvious, or should be, that, like the 
individual, the corporation (only more completely so) cannot accumu- 
late capital goods without spending money. It is generally true for the 
corporation, as for the individual, that all that money is good for is to 


"A person in position to live comfortably on income from property has a consump- 
tion reserve, although he may need to consider the proper distribution of his invest- 
ments with reference to their serving this purpose among others. The order of 
Precedence in saving relates to the development of an individual economy starting with 
merely earned income and no savings. 
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spend. That it is spent for intermediate goods makes no difference ag 
regards economic benefits conferred by the fact of expenditure, except 
so far as it may be that expenditure for intermediate goods tends to be 
more irregular, and less recurrent and predictable, than expenditure for 
ultimate consumption goods. Money spent on intermediate goods (and 
turned into fixed capital) is not only “sunk” but is often, when it is im- 
possible to make a profit from such goods, in effect lost. This condition 
operates decisively against return to the market for such goods. Expend- 
itures for capital goods, unlike those for durable consumption goods, 
are expected to yield a pecuniary income; and if they do not the pur- 
chaser of them is discouraged, even though he is no worse off than if he 
had spent his money for ephemeral indulgences. It is true, also, that 
additional investment, whether by corporations or others, in a particular 
line of productive enterprise tends to destroy profits and thus to affect 
the continuity of business activity and the employment of labor. But 
the trouble is a matter of maladjusted expectations (as well as of malad- 
justed expenditure and saving). General oversaving is not proved when 
other outlets have not been considered. 

Oversaving is not more than a contributing cause of business depres- 
sion and, so far as it is a contributing cause, this effect holds only of 
saving for income. Overspending, or the credit resorted to and debts 
incurred in the process, may more easily tie up free income and dry up 
sources of ordinary expenditure than oversaving, in such forms, at least, 
as relate rationally to the private economy of the individual. 


III. Socio-Economic Importance of Saving for Consumption 


It is obvious that the continuous regularity of its flow increases the 
satisfaction realized from a given size of income. If the income fluctuates 
considerably and is consumed during periods of abundance as completely 
as of shortage, then the principle of diminishing utility means that the 
satisfaction realized in the former situation is considerably less than 
that realized from like units spent during shortage. The most important 
ground for saving is that income is thereby better distributed in time 
and thus has greater utility. Where income is irregular, it is obvious that 
reserves need to be provided during times of abundance for spending 
during times of shortage. 

The provision of reserves for consumption means that charity becomes 
less necessary during periods of unemployment, which is, of course, 
directly desirable. Where, after a period of prosperity and of widely 
distributed income, it quickly becomes necessary to resort to charity 
in order to prevent lack of the necessaries of life among the unemployed, 
there is something very wrong, either with human nature or with th 
social order. Access to consumption reserves also favors smoother and 
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less irregular or interrupted operation of the machinery of economic 
production. 

If there is adequate income at some stage, the fundamental re- 
form needed is provision of consumption reserves. Certain current ideas 
with regard to the supposed bad social economy of saving evidently 
stand in the way of social amelioration in this direction.® 

After the provision of consumption reserves, next in order of im- 
portance as occasion for saving comes the accumulation of durable 
consumption goods. The economic and social side of this development can 
largely be brought out by merely calling attention to the alternative, 
which is rental of such goods by their users. The lack of economy of 
such rental arrangements for durable articles, except under very special 
conditions of transitory abode, is notorious. The uneconomy of the 
rental of residences is similar, although with a larger qualification be- 
cause of the tendency of ownership to restrict the mobility of labor. 
Moreover, in the original investment in things for rent it cannot be 
} expected that so much importance will be attached to quality, and the 
maintenance of quality in rented equipment and accommodations is 
not so secure as where the owner himself buys and cares for the durable 
goods used; and good quality is a matter of economy. The calculation 
of pecuniary income does not enter directly, though it may enter in- 
directly by way of the contrast between the costliness of renting and 
the economy of owning. The development, and possibly the appropriate- 

ness, of apartment dwelling in cities constitutes an obstacle to owner- 
| ship; but the codperative plan certainly helps in part to overcome the 
difficulty and may in time lead to an adequate solution. 

The importance of saving directed to the accumulation of durable 
consumption goods, however, is not entirely a matter of the bad economy 
of the separation of ownership and administration. There is not a large 
| enough amount of such goods at present. Even in a country with so high 
a standard of living as the United States, houses are in general extremely 
combustible and poorly equipped. In the cities, where this condition is 
better than in rural districts, room and light are inadequate.® 

*The writer is aware that the general use of savings banks as reservoirs for the 
accumulation of consumption reserves on a large (but no more than adequate) scale, 
followed by the simultaneous drawing down of these reserves to take the place of 
decreased income in times of business depression, might create a critical situation for 
the liquidity of the assets and the solvency of the banks. The problem of pecuniary 


indebtedness and price cycles is familiar in other phases. Its center is not, and is not 
likely to become, the savings banks. 

* If two-thirds of the wealth of the country is real estate, if over half of this is land 
value, and if over half of the value of improvements is in buildings for residence use 
(with the ratio to land value in this class somewhat greater than for other buildings), 
then present durable consumption goods for residence use, with national wealth 
amounting to $350,000,000,000 may be conservatively valued at $60,000,000,000. The 
and value conjointly devoted to consumers’ uses (and better owned by them), is much 
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economically convertible into money for emergency use and are thus not 
a good reserve, expenditure for such objects can, with little sacrifice, be 
practically suspended for some time, if such equipment has previously 
been built up, so that the effectiveness of whatever income or liquid 
reserve is available is greatly increased. ‘ 

In general, income cannot be expected to be made so regular and 
continuous as consumption needs usually are. Although increasing the 
regularity of income is not the fundamental purpose of insurance, some 
forms attempt to provide income or an estate at a time when, or to those 


Although savings embodied in durable consumption goods are no} 


to whom, income is scanty. 
Instalment buying in effect involves mortgaging future income. It js 
euphemistically referred to by its exploiters as “budgeting” one’s in- 


come. Where income is derived from taxes and the taxpayer cannot ° 


escape, it is fair to assume that the income will be received; and it js 
evidently best to determine its disposition, or budget it, in advance, 
The argument regarding instalment purchases, that the consumer en- 
joys the article while he pays for it, implies that he is entitled to 
mortgage his future income for the sake of present enjoyment, when, 
as a matter of fact, owing to the possible uncertainty of his future in- 
come and the certainty of his future needs, the process should more often 
be reversed. In other words, present enjoyment should not be obtained 
by a contract involving future payment, but future enjoyment should 
instead be secured by present sacrifice. Although some consumption 
credit can be justified by emergency, instalment credit is typically not 
thus occasioned. If the buyer has a consumption reserve already ac- 
cumulated, it does not make so much difference to him if he mortgages 
his future income; but it is more economical to draw down the reserve 
and restore it at an accelerated rate in the immediate future. 

Also, more needs to be said of costs. The implied interest rates in case 
of most instalment sales are so high—12 to 60 per cent, frequently plus 
an indeterminate credit element in the supposed cash price—that the 
transaction is usurious. This does not mean that the seller of instalment 
goods is always profiteering. The administrative costs of this plan of 
buying and selling are probably large enough to eat up most of the very 
high implied interest rates carried by the contracts. 

Instalment transactions tie up income and, from a general economic 
point of view, are justifiable only where income is more constant than 
the prospective demands upon it. Certainly a condition of constant 


smaller. An improvement of 50 per cent in the quantity and quality of residence con- 
struction could hardly be considered uneconomical. Commercial oversupply is a dif- 
ferent matter, to be blamed, not only upon inequality in the distribution of wealth, 
but also upon undersaving on the part of most of those who can afford better homes 
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and permanent future income is not one to which labor in general has 
yet attained, and as to evenness of demands upon income, although 
there is a substratum of constancy in the needs of consumption, there 
may at any time be added to this element relatively great extraordinary 
needs due to sickness and other emergencies.”° 

In addition to the high implied interest rates on instalment trades, 
and their uneconomical character from the point of view of administra- 
tive expenses, it should further be noted that, whether as a part of 
administrative expense or as something to be distinguished as of a dif- 
ferent character, another factor enters. The moral hazard in such trans- 
actions is large and the purchaser on an instalment contract who hon- 
estly lives up to his agreement and treats carefully the goods in his 
possession, which do not yet belong to him, has to pay for dishonest mis- 
treatment and misappropriation by other purchasers.” 


IV. Maladjustments from Irregularities in the Flow of Spending and 
Saving 

A defense of saving is impossible without reference to its relation to 

prosperity and depression. Depression is connected with generally less- 

ened spending. But it is not to be assumed that causation in this con- 


nection works in one direction only. As is generally true in social and 
economic matters, there is presumably reciprocity of influence. Business 
depression causes lessened expenditure; and lessened expenditure causes 
business depression. The situation is a sort of vicious circle. 

It is commonly assumed that spending can be generally increased 
at will; that it is only necessary to save less and spend more. As has been 
shown above, there is no such opposition between saving and spending 


‘In general, the smaller the proportion of income thus mortgaged, the safer to 
e borrower is the use of instalment credit. But the greater the value of the durable 
goods bought, the better the economic justification for resorting to credit. A family 
living on earned income may well purchase a residence on credit; but a reserve should 
first be accumulated and much use of second-mortgage facilities, as they are, should 
»e avoided. In the background in all such matters is the fact that small borrowers 

not in general be trusted to use any sort of credit economically. 

At pages 271-277 of Seligman’s The Economics of Instalment Selling, it is cor- 
rectly argued that instalment selling may favor saving. 

While instalment purchasing means fundamentally enjoying now and paying in the 
future, most of the enjoyment is future, since the goods bought are durable, and since 
there is presumably a down payment. If the successive payments are made out of 
what would otherwise be spent for perishable goods and services, saving results from 

n instalment purchase; and since the satisfactions obtained from the durable good 
nay take the place of ephemeral indulgences, the saving may involve economy rather 
‘han sacrifice. It is generally true that the all-or-none suggestion of most broad general- 
zations—such, for example, as that consumption credit means enjoyment now and 
payment later—is wrong. 

The argument based on a possible increase in efficiency on the part of the instalment 
purchaser, though sufficiently logical, is not convincing. 
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and no such alternative available. And total expenditures are limited, 
though with some elasticity (through credit), by total income. Expendi- 
ture in a particular line can be increased by drawing on savings deposits. 
In this case the fundamental fact (though not altogether the immediate 
effect) is still a change in the direction of expenditure. Under conditions 
of business depression, funds tend to accumulate in banks, partly be- 
‘ause active business men cannot profitably borrow and safely use them. 
The withdrawal of deposits in order to purchase merchandise may then 
benefit current business. But past savings held in liquid form are not 
large enough to prevent depression. 

Changes in the direction of expenditure explain depression and un- 
employment in any particular industry. General unemployment supposes 
general deficiency or decrease in total expenditure.” There are, however, 
many and considerable lags and accelerations between the exercise of 
purchasing power by consumers and the correlated industrial activity. 
While purchasing power keeps up, business may begin to decline through 
maladjustment of specific supply and demand; that is, through a failure 
of demand to take the expected direction. In the line where the incidence 
of such maladjustment falls, especially if prices are artificially kept up 
by the industry, production and employment must fall off, and income to 
labor and others from that industry must decline. Such decrease of 
purchasing power at one particular point may be the beginning of a 
falling off in expenditures in various lines, and so may develop a general 
condition of decreasing production and less employment and of hesi- 
tancy in purchasing, so that the particular maladjustment tends to be- 
come general and develops into a condition of deficient total income and 
shortage of demand. 

The name “business cycle” suggests periodic recurrence of certain 
phenomena. There is no natural cycle of saving and spending which, by 
its reflection in business, can explain the business cycle. There may be 
a socio-psychical propensity to rhythm in saving and spending. There 
certainly is great irregularity from year to year in the total. Here is the 
critical point. 

There is an increasing appreciation of the importance of making labor 
income more certain and more regular.** Although the new emphasis has 
been largely on keeping up wage rates rather than on maintaining the 


* The inadequacy, or fallaciousness, of the dollar measure in this connection need 
only be mentioned here. The purchasing power that is needed to keep the wheels of in- 
dustry going is effective according to the physical output induced and is properly 
measured in physical, not in monetary, units. Abstractly considered, the cutting of 
prices by half doubles purchasing power just as truly as would the doubling of dollar 
incomes. 

%* Whether the amplitude of fluctuations or the unpredictable character of their 


timing is the more important element in irregularity it is not necessary here to decide. 
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volume of employment and the distribution of wage payments to all 
laborers, there is a tendency to recognize, not only the need of the lat- 
ter, but also, to some degree, the responsibility of employers for achiev- 
ing it. Evidently no hard and fast rule could be adopted, however. The 
policy of a dismissal wage might sufficiently fix responsibility without 
seriously affecting the possibility of adjustment between various lines 
of production. 

It has been alleged that employers do not accept their share of the 
incidence of irregularity in total income, or, specifically, that corpora- 
tions keep up their dividends while reducing the number of their em- 
ployees and even, also, reducing wage rates. If accumulated surpluses 
are built up largely with direct reference to paying dividends in lean 
years, however, that would appear to constitute an excuse for regular- 
ity of dividend payments. 

The objectionableness of the situation is partly due to a wrong theory 
of bankers and others responsible for the dividend policies of large 
corporations. It is assumed that all forms of income should be made as 
regular as possible and that payments be made even from year to year. 
As applied to profits and dividends, this means overemphasis on the 
desirability of regularity of income from property, even though the 
desirability of an equal regularity of income from wages is admitted. 
But correction of such overemphasis is not enough. 

Total income must of necessity fluctuate more or less from year to 
year. If, among the constituents of income, some have a special claim to 
regularity, that claim must be met at the expense of an increased in- 
cidence of irregularity upon the other types of income. Hence a choice 
must sometimes be made between different classes of income as to which 
shall bear the brunt of irregularity. As between the employed classes 
generally and income from their employment on the one hand, and the 
capitalist classes and income from capital on the other, it is clear that 
fluctuations in income can best be borne by the latter. Many financial 
arrangements turn altogether too much income from property into a 
fixed claim on the proceeds of business activity. This is an evil of over- 
capitalization, especially where a large part of the capitalization takes 
the form of bonds or of preferred stocks, or of common stocks with an 
implied promise of regular dividends. Profits, and even profits includ- 
ing interest, should constitute the buffer to take the shock of business 
recession. Present financial arrangements do not provide for this.” 

“Adaptability of the price structure implies elasticity in the sense of toughness, 
or the capacity to bend without breaking. Fixed charges and relatively fixed charges— 
not only interest on debts and rental charges under lease, but long established dividend 
rates, and customary and inert retail prices for branded and other goods, and wage 


tates protected by contract or public sentiment—hinder necessary adjustments. More 
generally and inclusively stated, fixed (and benighted) habits of thought and practice 
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If regularity of income in general is to be sought in order to secure 
regularity of expenditure, the same sort of reasoning should be extended 
with a view to similar practical benefits from greater regularity in ex. 
penditure in its particular forms. “Psychological” aspects of expendi- 
ture are important here. Whims and fashions do not conduce to a regu- 
lar and even flow of expenditure to particular lines of business, But 
salesmen are trying to increase expenditure, each in his particular line, 
by exploiting such factors. If an increasing proportion of expenditure 
goes into the more durable goods, however, where whim and fashion have 
less scope, this may not conduce to regularity of expenditure, because it 
is so easy to stretch the period of use of such goods whenever the owner 
does not feel prosperous. 

Less inequality in the distribution of national income, or greater 
homogeneity of incomes, should, on general statistical grounds (if for no 
other reason), conduce to greater evenness and consistency in their ex- 
penditure. 

If there were less anticipation of future income in moments of op- 
timism—through the use of credit in various forms and especially 
through instalment purchases—expenditure would become more regular 
from month to month and from year to year. It is true that credit in- 
stitutions need not necessarily operate in a way to increase irregularity 
but may, if resorted to during periods of deficient power and inclination 
to buy, have the opposite effect. In fact, however, because of defects in 
human nature, credit is not thus used, and consumption credit and in- 
stalment credit probably considerably accentuate irregularities of ex- 
penditure. But those who obtain (or those who grant) credit for pro- 
ductive uses appear to fall quite as far short of meeting the greater 
responsibilities of their position. 

Less attention to intermediate goods—there is a practical as well as 
theoretical tendency to look upon them as if they were the exclusive en- 
bodiment for savings—would doubtless help to bring about greater 
regularity of expenditure. The purchase and accumulation of durable 
consumption goods goes on regardless of profit to the buyer; but the 
purchase of durable intermediate goods doubtless reflects the variation 
and irregularity of profits in magnified form. Money spent for food and 
drink and entertainment is no more spent than that which goes into 
brick and mortar and machines, but the factories are expected to yield 
a money income, and when experience stifles this expectation the induce 
ment to such expenditure (and such saving) is gone. If the funds sunk 
into fixed capital are borrowed, that fact naturally accentuates the va- 
riability of such expenditure. 


in relation to the use of the dollar as a measure of value in comparing different times 
hinder adjustment and adaptation. 
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The increasing proportion of total wealth embodied in durable or 
fixed forms and the increasing proportion of such fixed forms of wealth 
that is owned and exploited commercially or with reference to pecuniary 
profit, instead of being owned and used directly (where the nature of 
the goods permits this), mean increasing importance of capital charges 
(more or less fixed charges) as an element in national income, and thus 
an increasing extent to which the national income is so mortgaged as to 
give a larger share of the total, when the total decreases, to the part 
that is irregularly spent. But the trouble with the flow of purchasing 
power is due rather to the quantity of debt than to the quantity of 
durable goods.”® 

In the use of credit for commercial purposes the possibility of in- 
creasing the regularity of expenditure would appear to be mainly a 
matter of the better timing of the accumulation and depletion of stocks 
of goods for sale. The speculative character of purchases by dealers 
and, it must be admitted, the appropriateness of the use of credit at this 
point, tend to emphasize both their irregularity and the irregularities 
they cause.*® The development of better sense in matters of speculation 
and better mechanisms (in particular such as do not tend to magnify the 
effects of inadequate human nature) in connection with processes of 
speculation appear to be appropriate avenues for improvement in this 
connection. With reference to the factor of “psychology” in the expan- 
sion of production plants, also, better speculative habits seem to be the 
great desideratum. 

With the fundamental economic service of credit in transferring pur- 
chasing power from those less disposed and less fitted to employ it con- 
structively to those who are, in general, more disposed and more fitted 
to use it, this article is not concerned. That the processes involved or 
resulting’ probably cause great irregularity in the distributing of certain 

“There is occasion in this connection to question the necessity and appropriateness, 
or the general economic benefits, of permanent debt in the capitalization of corpora- 


tions. The individual, in general, still considers a debt—even a mortgage on his house 
or on his business premises—as something to be paid, not merely refunded, in due 
course. 

“Volume of indebtedness causes and accentuates trouble in times of business reces- 
sion. It is perhaps too easy to put most of the blame on short-term debt, which is so 
closely connected with the production and movement of commodities and their prices. 


The necessity of meeting such maturing obligations, it is true under the circumstances, 
forees commodity prices rapidly down. But the volume of long-term debt is many 
times as large and thus, although its maturities cause comparatively little trouble, the 
fixed charges (determined in terms of money units of less value) to be met operate 
is an obstacle to readjustment that is less dramatic but more pervasive and persistent 


than short-term maturities. The crisis may be more largely due to short-term debt and 
the depression to long-term debt and related obstacles to readjustment. 

“Including the power of banks to a degree to create additional credit purchasing 
power and not merely to act as intermediaries in the transference of purchasing power. 
Credit granted by a merchant or manufacturer to a buyer is essentially a transfer 
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classes of expenditure through time is merely something else that ought 
to be considered. 

The recurrence of need for durable goods, both production goods and 
consumption goods, cannot be so definitely reckoned with as that for 
perishable goods. Durables are also especially affected, through the ac- 
cumulation or depletion of stocks, by optimism and by credit institu- 
tions. But as between the two classes of durable goods, those that are 
intermediate and those that are final or consumption goods, probably 
all the factors tending to irregularity affect the intermediate goods more 
than the consumption goods.** It should be noted that labor and services 
may be either intermediate or immediate goods. Personal services may 
be in more regular demand than productive services. 

The payment of debts should be considered a necessary element in 
credit institutions.** When the debtor, because of depression in business, 
finds it difficult to pay interest owed, his expenditure in other directions 
must reasonably be reduced and more of his income or purchasing power 
will be transferred to creditors. It is likely that, under such circun- 
stances, the latter are especially disposed to hoard. Price conditions, 
however, are then such that smaller savings in terms of money may be 
much larger than usual in terms of physical measurement as well as of 
generalizable utility. Perhaps it is when and because the effect of low 
prices (including lower wage rates) on purchasing power finally acquires 
dominant importance that recovery begins. Lowering the dams may 
restore the flow as readily as increasing the supply of dollars back of 
them. 


of the seller’s purchasing power to the buyer. If the seller does not care to replace 
the stock moved, however, the arrangement effects an addition to purchasing power for 
the time being. If the seller discounts the credit instrument given by the buyer, more- 
over, there is likely to be a creation of bank-credit purchasing power. 

* The ideas of those who blame business depression on excessive savings (Foster 
and Catchings among others) may be brought into direct relation to the conceptions 
of the text by holding that the maladjustment of demand and supply can always be 
blamed upon the irregularity and irrationality of the flow of expenditure into durable 
production goods, which they incorrectly identify with saving. Besides other short- 
comings, their reasoning does not provide for a possible deficiency of saving (especially 
through failure to reduce indebtedness). 

A suggestion looking to a cure for the current depression proposes the utilizing of 
government credit and taxes for subsidies to stimulate expenditure for improvement 
of manufacturing plants (M. C. Rorty, in April, 1932, Supplement to Harvard Business 
Review, “How May Business Revival Be Forced?”). The plan of greatly expanding 
public-road construction is not unrelated, though the roads are partly consumption 
and partly production goods. Both schemes avoid the obstacie of a prospect of immedi- 
ate profits or of ultimate adequate profits (whatever that may mean) from the 
projects. Either would leave the nation wealthier for its expenditure by reason of 
the consequent large savings embodied in durable goods. Both recommend as a cure 
for depression forms of expenditure that are also forms of saving. 

* This may seem too obvious. But both repudiation and indefinite postponement 
(with a chance of this developing into a scaling down of principal) are possible. 
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At any rate, the direction of expenditure into channels of one form 
or another of saving has no general effect on business, except so far as 
changes of direction as such may involve maladjustments, and except 
so far as, in certain directions of such expenditure and saving, there 
may be a characteristic variability in the stream which tends to reflect 
irregularity and disturbance into other channels of expenditure and 
finally into all lines of business, such tendencies being magnified by the 
use or abuse of credit institutions in their existing forms. Even with all 
income spent about as received, lags and irregularities in expenditure 
in particular lines (including the various classes of spending that involve 
saving) may be reflected in diminished income and start the vicious 
circle.”° 


V. Conclusion 


It seems to be characteristic of human nature to attempt, by some self- 
limiting ordinance, to avoid thinking outside one’s own specialty. The 
judge who can dispose of a legal case on a technicality, and thus save 
himself the trouble of considering the facts and merits, doubtless often 
takes pride in administering pure law. The scope of economic thought 
should not be thus restricted. The economist should be ready to venture 
into private economics and psychology and ethics, as occasion may 
arise, in order to state truths more nearly completely. As illustrating 
the impossibility of separating economics and ethics in a way that is 
interestingly pertinent to the present topic, wastefulness, which is mor- 
ally wrong, can only be defined by way of economics. 

Thrift is generally regarded as a virtue, and correctly so. This 
means that the consequences of thrift are on the whole good. The mer- 
chant who profits from spendthrifts and who therefore thinks spending 
as such is a good thing has not considered whether total consequences 
are good. And the spendthrift who adopts such notions is making a 

* As in other matters, the sum of all the parts must vary with the whole. Hence 
it might be alleged that the comparative stability of the quantity of perishable neces- 
saries purchased is obtained at the expense of increasing the variation through time 
of purchases of durables and comforts and luxuries, At best this is true only with 
important qualifications. So far as the latter classes of expenditure are much affected 
by optimism and credit—verbal and other relations between credit institutions and 
confidence are significant in this connection—the initiation of a decrease in purchases 
may come in this field antecedent to any decrease in real purchasing power. The vicious 
circle of reciprocal influences causing decreased employment (also decreased utilization 
of fixed capital) and decreased general purchasing power may thus be started. But it 
is also possible that dealers may be encouraged by general optimism to put or hold 
prices too high and thus cause the so-called “buyers” strike.” The situation is too com- 
plex to be disposed of by any simple theory. But it is always relevant to remind those 
who are concerned about purchasing power in relation to business recession that its 
proper measure is quantities, not values. It is a good sign when dealers and manufac- 


turers are inclined to congratulate themselves on having maintained the volume of 
their business, though with little or no profit. 
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virtue of self-indulgence. Naturally, any doctrine that identifies virtue 
with doing as you please, and letting the devil or charity take care of 
tomorrow, has much popular appeal. 

Thrift should mean making the most of goods, whether by shifts in 
the direction of immediate consumption and enjoyment or by postpone- 
ment into the future. Under prevailing circumstances proper thrift 
points most directly to the accumulation of a consumption reserve. It js 
the primary form of saving. 

Instalment buying mortgages future income and is the opposite in 
theory and practice of the accumulation of a consumption reserve. It 
is absolutely uneconomical as a general practice. It is better to go with- 
out much in the way of durable consumption goods and first accumulate 
a reserve. Instead of resorting to instalment purchasing, the reserve may 
be drawn down somewhat. In general, the accumulation of durable goods 
yields priority to the accumulation of a consumption reserve. The old- 
fashioned prejudice against instalment purchasing is entirely justifiable 
from a social, as well as from a private-economic, point of view. 

On the part of the classes receiving only earned incomes, and compara- 
tively small incomes, there is great need of saving for the purpose of 
equipment with durable goods. Because of the tendency of accumulation 
in this form to reduce the mobility of labor, a qualification is necessary. 
But the balance of greater general good is on the side of owned accumu- 
lations of such goods. In most cases savings among wage-earning classes 
should take the form of housing and household equipment and furnish- 
ings rather than that of investment in income-producing securities; 
though this rule is obscured by the facility with which a consumption 
reserve can be made also to yield some income. 

It is fundamental to all projects looking to amelioration of the in- 
equality of the distribution of wealth that do not involve arbitrary ex- 
propriation—which would be as bad economically as ethically—that 
saving on the part of those having only earned incomes (therefore con- 
ditioned by health and otherwise) and small incomes be encouraged; and 
it is pertinent to the present subject to note that a supply of savings 
derived from middling and small incomes would probably be more adap- 
tive to general economic needs and less a cause of business fluctuations 
than a supply coming from the surplus income of the very rich. 

Motives for saving and accumulation are mixed and are much influ- 
enced by the satisfaction derived from possession and ideas of possession 
as such, by the feeling of security due to the availability of a reserve 
even if not adjusted to need, by the desire for income without work or s0- 
called “independence,” and, finally, by notions of prestige associated 
with the possession of property and the enjoyment of income from 
property. Selfish ambition is evidently an important ingredient in what- 
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ever contribution to the satisfaction of these various sorts of desires is 
made by saving or other means. Motives to saving are therefore evidently 
much mixed. But saving and thrift are fundamentally not narrowly 
selfish. Regard is directed at least toward a future self and is largely 
regard for others. Saving as such has no direct relation to immediate 
personal satisfaction, though by transference of feeling this may be- 
come a factor. That the practice of saving has good social and personal 
results is a necessary part of the idea that saving is commendable; and 
it is commendable. 
G. P. Watkins 
Washington, D. C. 
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COMMUNICATIONS 
Opportunity Cost 


I am greatly impressed by Mr. R. W. Souter’s zeal in attacking the ad- 
vocate of the concept of “opportunity cost.’* However, his criticism is not 
as effective as I should like it to be. 

(1) His identifying what he calls the “innocuous” variety of “the ‘op- 
portunity cost’ microbe’ with Marshall’s principle of substitution, cannot 
be sustained. First, while Davenport, the most notable advocate of the 
concept of “opportunity cost,” does not confine his doctrine to the field 
of production, Marshal! does so confine his principle. Secondly, while the 
former’s concept takes into consideration only two alternatives, the latter's 
principle, when dealing with the question of investment and distribution of 
resources of production, generally concerns itself with more than two factors 
of production. But it may be contended that Davenport’s line of reasoning 
may be applied to more than two items. This seems to be Mr. Souter’s 
opinion.” But to Davenport, though wheat, corn, rest and recreation are 
competing for a day’s labor of a worker, “inasmuch as the choice was really 
between wheat and corn rather than between wheat and recreation, the corn 
offers the leading resistance and is, therefore, the cost, in the sense of dis- 
placed opportunity or foregone fact or sacrifice.”* Thus, Davenport’s com- 
parison is limited to two items. Thirdly, in applying the principle of sub- 
stitution to the factors of production, Marshall does not mean the withdrawal 
of any one factor or more than one factor altogether. What he means 
obviously is a proportional employment of expenditure on land, capital and 
labor with the object of increasing profits on the part of the business man, 
though in the case of substituting a more efficient machine or a more efficient 
method of production for a less efficient one, the latter is entirely discarded. 
In the case of the two alternatives actually compared in connection with 
the doctrine of “opportunity cost,” invariably either the one or the other 
alternative is “displaced.” Fourthly and lastly, one who has the principle 
of substitution in view will, in keeping with the ordinary sense of the term 
“opportunity,” not regard a less profitable foregone way of spending one’s 
money or labor as “opportunity cost,” whereas the advocate of the doctrine 
of “opportunity cost”’ will consider it as such. 

(2) While Mr. Souter rightly points out the misuse of the word “op- 
portunity cost” by the advocate of the doctrine, unfortunately he regards 
the word as “technical,” reserved by Marshall for describing “a more 
subtle phenomenon.”* The term “opportunity” in the established sense 
means “‘a suitable combination of conditions.’’ Marshall uses the word also 
in this sense. There is nothing technical in his use of the term “opportunity 
cost,’”’® and there is nothing subtle in the phenomenon described by this term. 
Opportunity to gain a benefit and opportunity cost in Marshall’s sense, are 
of common occurrence. The common man can easily understand that a suita- 
ble combination of conditions to purchase “‘at a low price things for which 


‘American Economic Review (June, 1932), pp. 203-207. 
p- 204. 

*H. J. Davenport, The Economics of Enterprise (1922), p. 61. 
‘Op. cit., pp. 204-205. 

‘A. Marshall, Principles (1927), 8th ed., pp. 125-126. 

*Tbid., pp. 625-626. 
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he would rather pay a high price than go without them” is an opportunity 
to him. He also can readily comprehend that the buyer of a business has 
to pay for that part of the seller’s business connection “which is transfera- 
ble,’ and that the cost thus incurred by the buyer is the cost for an op- 
portunity of deriving a gain. 

(3) Again, it is also unfortunate that Mr. Souter should have expressed 
an idea by these words: “. . . not because they [real costs] do not exist. 
_. 7 What does he mean? If he means that because the quantities of labor 
and waiting are stipulated or presumed to be the same for both the product 
which has been produced and any one of the products which have not ac- 
tually been produced, and because labor and waiting do exist in the pro- 
duction of the former, therefore, real costs of the same amount do exist for 
the latter, then I cannot agree with him at all. The “stipulation” or rather 
presumption “that the quantities of labor and waiting involved are identical 
for both or all items in the comparison,’’* cannot be taken for granted. How- 
ever, I should like to be enlightened by even a single concrete example in 
spite of the fact that a presumption based on a single instance or a few 
instances does not prove that we may rightly agree to regard it as a sound 
premise from which to deduce matter-of-fact conclusions. By their very 
nature all presumptions are not proved. Logically speaking, no conclusion 
derived from a presumption bears a higher degree of soundness than that 
which is present in the presumption. Moreover, even if I were to agree to 
the presumption, still I cannot see how real costs do exist for any product 
that has not actually been produced. 

If Mr. Souter means that real cost in the sense of pain does exist in the 
case of one’s regretting the loss of an opportunity, I do not dissent. But 
evidently he does not mean that. I doubt his meaning in the expression, “‘not 
because” real costs “do not exist.”” He says that the advocates of the doctrine 
of “opportunity cost” “want to induce the consumer to substitute’ the doc- 
trine “for the concept of real cost,” and that “it is not an adequate substi- 
tute.”® Again, he states that the “opportunity cost” concept “clearly differs 
not only from real cost of production but also from (money) expenses of 
production.”*° While I agree with him in the position thus expressed, I must 
say that the remarks are inconsistent with the expression “not because” real 
costs “do not exist.” 

You may rightly point out that cost, according to Davenport, is purely a 
matter of estimate. In that case, real costs (or money costs) do not exist 
at all, because no beginning has been made to produce any product. However, 
if by the word “exist” is meant existing in the mind of the estimator or on 
paper, then real costs do “exist.” 

If it is argued that the producer’s computation of cost is based on ex- 
perience of the past, therefore, costs, real or money, do exist for what has 
taken place; it may easily be answered that even Davenport himself does 
not claim that real costs do exist for what has not, as yet, happened.” Like 
the general theories of prices,* the doctrine of “opportunity cost” is a 


Op. cit., p. 204. 

* Ibid. 

*Ibid., p. 205. 

Ibid., p. 207, footnote. 

“ Davenport, op. cit., pp. 69-70. 

“Cf. J. D. Magee, An Introduction to Money and Credit (1926), p. 162. 
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post mortem theory. The producer wants to know what will be the cost be- 
fore the cost has been incurred. 

It should also be noted that as an estimate, “opportunity cost” is subject 
to the element of risk. Take an instance from Davenport by way of explain- 
ing this element:** “If the actual renter at 100 is conscious that he could, 
in another line of production, make the land count him for 102 of return, 
the while that it is actually paying him 103 in wheat, he must compute, 
against its actual productivity of 103, a cost not of 100, the rent outlay, but 
of 102, the foregone opportunity.”’ The “opportunity cost” of 102 is based 
on the renter’s own consciousness of the possibility of securing 102 of return 
from another line of production. This consciousness, in turn, may be based 
on the fact that he did engage in that other line and did get 102 of return, 
or on the fact that some other people he knows did, or just on pure fancy, 
Let it be supposed, however, that it is based on past experience of his own, 
Even under this supposition, the question may well be asked: How can 
the renter know that the other line of production will be even as sure as the 
probability of the rising of the sun tomorrow morning to yield him 102 of 
return again? Davenport states his case as if there were no element of 
uncertainty in the estimate. 

(4) Finally, while I am equally in disagreement with anyone who holds 
that “those who deny the distinction between land and capital do so on the 
basis of the doctrine of opportunity cost,”** my way of expressing this 
disagreement is different from Mr. Souter’s. On the showing of Davenport, 
land is capital and equally brings interest to the entreprenuer. For the use 
of land, capital (and labor) the entreprenuer incurs money cost of produc- 
tion or outlays. It follows that the classical distinction between rent as being 
determined by price and interest (and wages) as determining price does not 
hold good to him; rent, interest (and wages) are outlays on the part of the 
entrepreneur in his “burglar’’ activities to serve his own end. But this denial 
of the traditional distinction between rent and interest or land and capital 
is not based on the doctrine of “opportunity cost,” but on the “outlay” 
standpoint Davenport takes. Incidentally, contrary to the opinion of Mr. 
Souter, there is no connection between repressed utopianism or Bastiatian 
optimism or Schopenhauerian pessimism and the idea of regarding land as 
capital from the standpoint of “outlays.” 

A word about the preconception which underlies implicitly the doctrine 
of “opportunity cost” (as well as the principle of substitution), which Mr. 
Souter has not mentioned. The “economic man” is characterized by his be- 
havior of choosing (which implies judgment and, therefore rationality). 
Such is the preconception. But considering the strength of folkways in hu- 
man behavior as shown by William Graham Sumner, and taking into account 
William McDougall’s thesis concerning the réle of instincts, I doubt if man 
may be said to be characterized by the rationally-directed activity of choosing 
at all. In a study of the waste of the consumer’s dollar, Your Money's 

* Op. cit., p. 191. 

%* Hamilton affirms: “Land is itself a stock of capital.” Clark asserts: “Land itself 
is a component part of the permanent fund of productive wealth to which we have 
given the generic name capital.” Whether their opinions are sound is a question be- 
yond our scope to discuss. Our point is that they do not base their opinions on the 
doctrine of “opportunity cost.” Cf. A. H. Cole (edited), Industrial and Commercial 
Correspondence of Alexander Hamilton (1928), pp. 285, 252; J. B. Clark, Essentials 
of Economic Theory (1915), pp. 159, 160, 166. 
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Worth, the idea of the consumer as Alice in Wonderland is forcibly brought 
home by Stuart Chase and F. J. Schlink. 


P. C. Hvuane 
New York City 


Comment on ‘‘Exchange Control’”’ 


In his article, “Exchange Control,” in the American Economic Review for 
December, 1982, Dr. Charles Whittlesey made the suggestive statement: 
“These conditions give strong impetus to the emergence of a ‘black bourse’ 
or bootleg exchange market where foreign exchange, which in one way or 
another has been withheld from the control agency, is sold for what it will 
bring.”” Nowhere, in his otherwise complete article, does Dr. Whittlesey give 
consideration to the important question suggested in these lines; and it is 
a question of outstanding current interest. 

While traveling on the continent last summer, the writer visited with 
bankers in Austria and Hungary, and met and conversed with men engaged in 
the banking business in Rumania and Yugoslavia who told him they believed 
that the major portion—perhaps eighty per cent—of the foreign exchange 
business of the continent was conducted on this “black bourse.’* And, perhaps 
even more significantly, it was their opinion that one of the principal buyers 
in the illicit market was the central bank—the control authority.” If we may 
assume that this large proportion of foreign exchange business is diverted 
to the “black bourse,” it is pertinent to include in a discussion of foreign ex- 
change control a consideration of the “black bourse” or bootleg exchange 
market. 

Because of the regulations which Dr. Whittlesey describes, most of the 
demands for foreign exchange cannot be satisfied if the regulations are rigid- 
ly enforced, As a result, many people who are denied the right to secure 
legal exchange are willing to assume the risks of illegal transfer and to pay a 
premium to those who undertake to satisfy their demands. This is the origin 
of the demand for bootleg exchange. The supply is the “foreign exchange 
which in one way or another has been withheld from the control agency” to 
which Dr. Whittlesey refers. It is gathered from travelers who knowingly or 
not exchange their currency with unauthorized dealers; natives or foreigners 
who bring foreign exchange into the country for the premium in domestic 
currency which it commands; the remittances from abroad in “dollar” or 


‘It is impossible to secure official data on the volume of foreign exchange which 
escapes the control authority. The literature on this subject, which is extremely scarce 
and fugitive, contains only vague generalities on the subject. There seems to be no 
good reason, however, for doubting that the men with whom the author discussed the 
subject were in a position to make reasonably accurate estimates, since they were 
intimately acquainted with the question; and it was their idea that about eighty 
per cent of the foreign exchange available to their countries was diverted into the 
bootleg market for the premium that it would bring. 

* Again it is impossible to speak with authority, although there is every reason to 
suppose that the men who made this statement—major officials in the Magyar Al- 
talantos Hitelbank, the Wiener Bank Verein and the Hungarian Finance Department 
—were in a position to make reasonably accurate estimates and statements with respect 
to these questions. Their reasoning was based upon the premise that the exchange 
regulations could not be enforced, and that the central bank recognized this fact and, 
consequently, resorted to illegal channels in an effort to recapture some of the foreign 
exchange which evaded the law. 
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other specific currencies; the exchange which consular and diplomatic officials 
can secure through their courtesies; and the balances which exporters manage 
to acquire through spurious bills of exchange which are passed by conniving 
officials. 

This supply of “foreign exchange ... sold for what it will bring,” as Dr. 
Whittlesey expresses it, is gathered through the agencies described above 
and is “sold for what it will bring,” which is in reality a premium of, from 
ten to two hundred per cent above the nominal rate in most cases, but as high 
as twenty-two hundred per cent in U.S.S.R. These premiums do not lend them- 
selves to any formal explanation, for they vary from country to country and 
from transaction to transaction. The premium varies with confidence in the 
domestic situation, the ease with which the particular instrument offered can 
be hoarded or smuggled from the country, the need of foreign exchange by 
individuals in particular situations, and the bargaining power of the buyer 
and the seller, rather than the purchasing power premium which has resulted 
from the establishment of an artificial rate of exchange. 


SOME TYPICAL BOOTLEG EXCHANGE SITUATIONS 


Country Unit Official rate* Bootleg rate® 
(per US. dollar) 


Austria Schilling 7.0 8— 20 


Hungary Pengo 5.7 6- 15 
U.S.S.R, Ruble 2.0 50 
Yugoslavia Dinar 70.0 80-300 


* Approximate. 
> Reported by dealers abroad and returned travelers. 


To facilitate these transfers, there is an organization similar to that en- 
gaged in handling the liquor traffic in this country. There are exchange smug- 
glers engaged in importing and exporting foreign exchange and also an or- 
ganization for buying and selling within the country. The internal organization 
begins with the café loiterers, waiters, and concierges and works up through 
the “brokers” to the so-called stock exchange dealers. Naturally, the rates 
offered through each of these agencies vary with the number of individuals 
sharing the profit as the transaction moves upward and the size of the trans- 
action in which each class is able to engage. The minimum premium, or smallest 
amount of domestic currency, is paid at the bottom where the transactions are 
smal] and where the seller's bargaining power is the smallest; the highest 
premium is paid by or to the stock exchange dealers who handle only large 
transactions. 

This, in brief, is the mechanics of the “black bourse” or bootleg exchange 
market. If the reader has any acquaintance with the liquor bootlegging or- 
ganization in this country, that knowledge should aid him in understanding 
the general methods according to which the illicit exchange dealings in coun- 
tries exercising foreign exchange control are conducted. The writer takes the 
liberty of offering this addendum to Dr. Whittlesey’s article because it is 
his opinion that the bootleg market handles a major part of the foreign 
exchange transactions in many of the countries exercising exchange control 
and, as a result, tends to defeat the ends hoped for by those countries which 
have established these exchange regulations. 

Davip Novick 

New York University 
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The ‘‘Fundamental Error’’ in Keynes’s Treatise 


Professor Hansen of Minnesota has, in the September issue (p. 462) of the 
Review, pointed out a so-called “fundamental error’ in one of Keynes’ Fun- 
damental Equations. I have carefully studied the whole question and I find 
no such error in the equation in question. 

Professor Hansen is perfectly right in saying that technical progress 
cannot take place in both investment and consumptional industries exactly 
to the same extent. In a dynamic view of industry as a whole, disparity 
between the two is bound to occur; and consequently efficiency earnings in 
the two classes of industries are bound to diverge especially over long periods. 
However, Professor Hansen will, I hope, grant that the disparity is unlikely 
to take place in the short period. Keynes’s “fundamental equations” are, in 
my opinion, principally applicable to the short-period fluctuations in trade 
and credit, and they are more relevant to the continuous panorama of in- 
dustrial events than to the long-period oscillations of the price-levels and 
industrial indices. Keynes has, of course, in his treatment of the Gibson 
Paradox (vol. ii, p. 198 ff.) attempted to extend their application to the long 
period, but the attempt has been only tentative and not entirely successful. 

Moreover, the equations are appropriate to two consecutive units of time. 
The units of time, which Keynes has adopted for his calculations, (see vol. 
i, p. 185) are, I believe, neither so small as to prevent the registration of 
changes, nor so large and substantial as to exceed the average duration of 
a short period. In view of this, there is no reason to suppose that the quanti- 
ties r c/o and r’ would diverge so much as to render the value of the equa- 
tions nil. 


Benares Hindu University, India B. P. Aparkar 


The Institutional Economics of Professor Commons: 
A Rejoinder 


I wish, first, to thank Professor Commons for his reply and comments 
published in the June issue of the Review in response to my questions found 
immediately preceding. And, secondly, I desire to state clearly that for some 
years I have been in substantial agreement with many of Professor Com- 
mons’ approaches and conclusions in the field of economics. Yet there are 
numerous points at which I dissent. 

Having recognized the possibilities of making business profits by restricting 
physical output,’ and having set himself to deal with intangible property 
and “ownership” wealth,’ Professor Commons then contends that economists 
should deal first with “institutions” rather than “costs of production” or 
‘wants and their satisfaction” because the economic system operates less 
as individual persons and managers of firms and corporations desire to 
operate and more as they are forced to operate, permitted to operate, or 
prevented from operating. Supposedly this is so because collective action is in 
control of individual action. Mr. Commons has asserted that “an institution 
is collective action in control, liberation, and expansion of individual action.’”® 

‘See especially: American Economic Review, vol. xxii, no. 2, p. 265. 

Legal Foundations of Capitalism, New York, Macmillan, 1924, pp. 20-21. 

“American Economie Review, vol. xxii, no. 2, p. 265. 

* American Economic Review, vol. xxii, no. 4, p. 651. 
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If this is true and if, on the whole, institutions are cause and individual 
actions (often contrary to individual desires) are subservient to those instity- 
tions or collective action, then the approach as contended for by Professor 
Commons must be accepted as superior to any other in the field of economics, 
But how and why is it so? 

In my previous comment* I asked Professor Commons to explain the line 
of analysis by which he concludes with positive assurance that it is collective 
action which controls individual actions rather than the reverse. His reply 
set forth two reasons for his holding that institutions mold and control indi- 
viduals rather than the opposite cause and effect relationship. These two 


reasons are: (1) historical experience and common observation,° and (2) the 
fact that the interests of individuals are in conflict in the first instance and. 
because of dependence, require to be reduced to order through the working 
rules as established by sufficiently powerful institutions.® ‘ 

A mere appeal to historical experience and common observation seldom 
will serve to settle the matter conclusively, especially in face of the fact 


that the majority of economists long have held to the opposite view. To make 
his assertions carry the weight of conviction for other economists, Professor 
Commons must prove the validity of those assertions to the satisfaction of 
others. Usually such will necessitate static analysis as well as resort to his- 
torical experience and common observation. 

But in his static analysis, Professor Commons’ views rest upon his con- 
viction that the interests of individuals are in the first instance (perhaps 
“predominantly’’) in conflict. Obviously the question arises as to why indi- 
vidual interests are in conflict, thereby giving cause for institutions (often 
instruments for settling conflicts) to intercede and reduce the conflicts to 
order through the operation of working rules promulgated because it is 
recognized that there is dependence among individuals. Professor Commons’ 
reason given to explain why individual interests are first and “predominantly” 
in conflict rests upon the supposedly and universally recognized fact that there 
is scarcity. It is at this point that most vigorous dissent must be placed. 
Such a reason might be acceptable if it came from one of those economists 
whom Professor Commons charges with “taking ownership as equivalent to 
the things owned”’;‘ but it is not satisfactory coming from him in view of his 
avowed intention of dealing with “ownership” wealth and intangible prop- 
erty, which means values as expressed in accounting records, and which he 
asserts are not necessarily the same as the things owned. One can grant the 
fact of scarcity of “things”; but this does not of necessity have any bearing 
upon intangible property and “ownership” wealth. If Professor Commons 


wishes to stand on the contention that individual interests are in conflict 
because of the scarcity of “things,” his analysis is no better than those he 
has criticized; he, too, is “taking ownership as equivalent to the things 
owned.”’® Further, if he desires to deal with “ownership” wealth as distinct 
from the things owned, if profits such as will appear in the accounting records 
of business firms may sometimes be obtained by withholding or reducing the 
volume of goods and services, the principle of scarcity cannot, without 
‘ Jbid., vol. xxii, no. 2, pp. 261-264. 


® Ibid., pp. 264-266. 
* Ibid., pp. 266-267. 
7 [bid., p. 265. 
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further analysis, be inserted to prove the existence of a conflict of interests 
among those seeking such “ownership” wealth and intangible property. The 
stuff out of which profits, increased “ownership” wealth, are made may or 
may not be scarce. Therefore one cannot accept Professor Commons’ analysis 
as adequate and convincing proof. 

Before scarcity of “ownership” wealth, intangible property, and profits 
such as will show in accounting records, can be used to prove the “pre- 
dominance” of conflict of interests, it will be necessary to prove that such 
scarcity exists. It will be necessary to analyze thoroughly the process by 
which such “ownership” wealth, intangible property, and profits are realized 
or appear to be realized. This is a point for which I have contended for some 
time. To be convincing, Professor Commons must deal with the sources and 
possibilities of making profits that show in the accounting records of business 
enterprises. Then, and then only, will it become possible (in any case) to 
assert that there is scarcity or lack of it in the “ownership” wealth for which 
business firms now strive. 

I do not disagree with many of Professor Commons’ conclusions. I concur 
in the opinion that there is a “predominance” of conflict of interests; that 
institutions frequently serve to settle such conflicts; that, because of de- 
pendence, institutions have come to be evolved to reduce the conflicts to order 
through promulgating working rules; thus that collective action has come 
to be in control, liberation and expansion of individual action. Hence I agree 
that institutions and the institutional regulations of transactions are the 
proper approach and the proper unit of examination respectively for the 
correct analysis of the capitalistic economic system. But I deny that the first 
proposition, the “predominance” of conflict of interests, can be proved by 
resort to the principle of the scarcity of “things.” 

However, a realistic statement of the “predominance” of conflict of inter- 
ests among beings, natural or legal, can be attained through a thorough analy- 
sis of the sources and possibilities of making profits such as will show in 
the accounting records of businesses. To summarize my own analysis of such 
possibilities,® I hold that the short-circuited view, which reasons that 
the purchasing power of one person or group is the output of goods and 
services produced by that person or group, must be rejected. The mere 
addition of utilities or want-satisfying power is not synonymous with in- 
creased purchasing power. Instead, the economic system is found to be made 
up of producing units controlled by accounting records. Usually there is a 
more or less long chain of transactions and transfers involved in any pro- 
duction of goods and services; and business firms make payments of money 
mediums of exchange in one direction as the quid pro quo’s are advanced in 
the opposite direction through the productive processes. The mediums of 
exchange in circulation (regardless of their form or the number of times they 
may be exchanged for instruments or mediums of other forms) eventually 
flow directly or indirectly into the hands of the consumer-buyers, and the 
finished goods arrive in the other direction and become available for pur- 
chase. 

Meanwhile business firms have marked their selling prices above costs of 
production in anticipation of making profits such as will show in the account- 


*See my “An Explanation of the Business Cycle,” American Economic Review, vol. 
xviii, no. 4, pp. 617-628; and my An Introduction to the Institutional Analysis of Eco- 
nomics, Madison, Wisconsin, 1931 (mimeographed and copyrighted). 
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ing records, expecting to get back more money mediums of exchange in 
selling the goods than they paid out in producing them (this being anticipated 
because of the control of the accounting records and the fact that such profits 
have appeared possible in past experience, therefore are counted upon), But 
actually, profits of the above type are possible (a) for particular firms on] 
if others get back less than they have paid out. They are possible (b) for 
all firms at one and the same time to the extent of the new gold added fo the 
monetary stock in that period (comparatively insignificant) ; aside from that, 
accounting profits collectively are impossible of attainment. Yet (c), by the 
expansion and accumulation of “‘unsaved” credit (that bank credit and book 
credit arising without any prior saving—to which the business world has 
become accustomed and upon which it counts, and in anticipation of which 
it marks selling prices above costs), and, therefore, by the accumulation of 
debts (which ultimately must be liquidated out of subsequent costs of pro- 
duction—causing equal and embarrassing losses in depressions either in 
inability to collect debts or else to sell high-cost goods profitably) account- 
ing profits may appear temporarily to be possible collectively. At least they 
are the accustomed goal which business firms, controlled by accounting profits, 
seek to obtain. That they are limited and “scarce” is obvious from the fore- 
going sketchy analysis, in fact, they are impossible if considered as a whole. 
That the striving to attain such a collectively impossible goal leads to con- 
flicts of interests will be readily understood. Since they are impossible col- 
lectively if taken as a whole and over a sufficiently extended period of time, 
it follows that the conflicts of interests are even more intense than would 
be the case were such profits only “scarce.’”’ And these conflicts extend 
throughout the whole productive phases of business operations (wherein 
coéperation often is thought to dominate) as well as through the exchange 
and distributive phases because the dominant motive, accounting profits, al- 
ways is present. 

The collectively impossible aim of getting back more money mediums of 
exchange in selling products over and above those paid out for production 
leads ever to attempts to cut expenses, including wages, either through low- 
ering purchasing costs or through speeding up and increasing efficiency, and 
leads always to attempts to raise selling prices. Thus, because business firms 
strive to make profits such as will show in their accounting records, a goal 
which collectively not only is “scarce’’ but almost impossible, the conflicts 
of interests permeate business operations through the productive phases as 
well as through the exchange and distributive phases*® (the latter as long 
recognized by economists). The short-circuited point of view which holds 
that products are purchasing power leaves out of account both the long chain 
of transactions in the business processes and the type of profits for which 
business enterprises strive. In contrast to the usual analyses of profits, this 
approach (of which the foregoing is but a sketchy summary) attempts to deal 
with the accounting records and processes of modern business and refuses to 
assume that “ownership” (and profits) is the equivalent of the things owned. 

The above summary of some of my own work is set forth as suggestive. 
Whether Professor Commons may wish to accept this specific analysis or 
not, he must deal with the problem in somewhat the same fashion. He must 
trace the sources and possibilities of “ownership” wealth. His resort to 


%” For the thorough analysis and complete statement of the work here summarized, 
see my An Introduction to the Institutional Analysis of Economics, op. cit. 


rch 


> in 
ited 
rfits 
But 

for 
the 
hat, 
the 
00k 
has 
hich 
n of 
pro- 
r in 
unt- 
they 
rfits, 
fore- 
hole. 
con- 
col- 
time, 
‘ould 
tend 
erein 
ange 
3, al- 


is of 
ction 
low- 
, and 
firms 
goal 
flicts 
eS as 
long 
holds 
chain 
vhich 
, this 
deal 
ses to 
vned. 
stive. 
sis oF 
must 
rt to 


arized, 


1933] A Rejoinder to Professor Commons 91 


the principal of scarcity of physical things is unconvincing when transferred 
to “ownership” wealth, especially since he has indicted others for the same 
offense. And to assume a scarcity as applied to “ownership” wealth is to 
assume too much, It is my opinion that upon proper analysis Professor Com- 
mons’ “conflict of interest’’ will be found in present capitalism to rest upon 
the seeking for accounting profits which not only will be found to be scarce, 
but on the whole collectively impossible. This confines “‘institutionalism” to 
the analysis of capitalism. 

Professor Commons likely wishes to hold to the principle of scarcity of 
“things” as being the foundation of the “predominance” of conflicts of inter- 
ests because that would seem to make his approach universally applicable 
to all economic systems, alternates as truly as capitalism. While scarcity of 
things and conflicts of interests may exist in any and all economic systems, 
still it validly may be doubted that mere scarcity always will lead to conflicts 
which are as intense as those found in capitalism. Only in capitalism, char- 
acterized by private money (“‘ownership”) profits and modern accounting do 
conflicts of interests necessarily rise to “predominance.” It is unsafe to say 
of any theoretical system that conflicts growing out of scarcity of things 
would be more important than coéperation and efficiency aimed to create 
abundance. The experience of capitalism cannot be invoked to prove the 
universal “predominance” of conflicts of interests, as neither can that experi- 
ence of imperfect and partially-established communisms and _ socialisms. 
Individual wishes may be found to be in control of collective actions in the 
latter. If so, then institutions must be considered as results rather than 
causes. I suggest that there is insufficient ground to hold at present that 
“institutionalism” is the proper approach to the analysis of any system 
other than capitalism. Yet I agree, because of reasons (summarized above) 
somewhat divergent from those of Professor Commons, that the institutional 
approach is correct for capitalism. 


Joseru E. SHarer 
College of Mines, 


University of Texas 


REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


The Principles of International Trade. By Huntiry M. Sinctan. 
(New York: Macmillan. 1932. Pp. xvii, 482. $3.00.) 

This volume appears to be an attempt—and a not unsuccessful one— 
at an interesting and a comprehensive treatment of the problems of in- 
ternational trade. Among the topics covered are history, history of 
theory, theory, facts regarding resources, transportation, commercial 
policies, foreign investments, and an “adjustment of fact and theory.” 

Professor Sinclair thinks that “the best that can be said for the use 
of the quantity theory in international trade, particularly in the post- 
war period, is that it provides a very handy device for making proposi- 
tions simpler than they otherwise would be” (p. 404). Despite steriliza- 
tion of gold, inflation by paper money and bank credit, bank credit de- 
flation, etc., this seems too modest a claim. Might it not be better to 
emphasize the idea that this theory, like other well worked-out theories, 
involves a series of approximations to a complete explanation and that 
its apparent shortcomings are due to the approximations not having 
been carried, in all cases, far enough? 

The author refers to “the most enlightening contribution to protec- 
tionist theory” (p. 100) as having been made by Professor H. C. Emery. 
The “contribution” thus praised was to the effect that there is often a 
wide “spread” between producers’ and consumers’ prices and that a 
protective tariff may merely cut this “spread.” But even granting this, 
the free trade idea that a tariff diverts industry wastefully is surely 
not refuted by showing that some of the loss may fall on dealers as such 
instead of on consumers! 

The orthodox theory of international trade assumes that one country, 
e.g., the United States, cannot undersell another, e.g., Brazil, indefinitely 
in all lines, because the flow of gold would lower prices (in terms of 
gold) in the buying country and raise them in the selling country. Pro- 
fessor Sinclair refers, however, to “the absurdity of suggesting that gold 
would flow between the two countries until prices were raised in the 
United States and lowered in Brazil to such an extent that it would be 
profitable for the United States to buy cotton in Brazil and ship steel 
for cotton rather than for gold” (pp. 136-7) ; and he asserts that “the 
adjustment would come in wages rather than through the influence of 
gold upon prices” (p. 137). “Probably, however, there would be a wage 
adjustment in the two countries before the flow of gold had a chance to 
influence prices” (p. 128). 

Those who insist that, should prices be lower in one country than in 
another, no readjustment whatever can occur until after a flow of gold 
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has increased money in the first and decreased it in the second, may have, 
indeed, an incomplete picture. But certainly one who claims that read- 
justment occurs directly and altogether independently of any flow of 
gold, solely as a consequence of demand playing on wages and other 


- costs and on prices in the two countries, has a picture no less incomplete. 
If Brazilian prices are higher and United States prices lower in the 
a articles traded in, the decreased demand for Brazilian goods by pur- 
of chasers in the United States and the increased demand for United States 
- goods by Brazilians may have some immediate reflection in the prices 
- of these goods produced in the two countries. But if (say) the greater 
y Brazilian demand for United States goods does not express itself 
“0 through a flow of gold to the United States and if, instead, the gold 
a remains in Brazil and continues to circulate there, whether as money 
a or as a basis for credit, then Brazilian prices in general cannot fall 
wd as they otherwise would and, therefore, the costs of production and the 
 de- prices of the goods exported from Brazil are not likely to fall greatly. 
ogg It may be true that the change in demand has a direct effect that does 
— not necessarily wait for the gold shipment. But the gold shipment is the 
_ form in which the balance is met on account of excess imports and, 
sia when the balance is so met, this excess demand for United States goods 
involves a decreased means of purchase in Brazil for Brazilian goods 
ier and a decreased demand for these. It is, of course, the decreased demand 
nig that causes Brazilian prices to fall, and not the outflow of gold per se. 
™* But this decreased demand is connected with—we may almost say it is 
** the same thing as—the outflow of gold. Perhaps Professor Sinclair does 
th, not mean to deny this. But the passages here quoted certainly do not 
urely point to it and the somewhat slighting references to the quantity theory 
such would seem likely to lead the student away from the idea that the 
problem is essentially a monetary one. 
ntry, “Most business men,” the author says, “are suspicious of theorists.” 
nitels It is too bad he did not note the fact that these same business men, 
ms of whenever they discuss economic problems, use as arguments statements 
cpa which are not at all well-substantiated facts but are nothing more than 
“yi “theories” and fallacious theories at that. No one is more completely a 
“dd te “theorist” in this sense than the scientifically untrained, self-styled 
‘ “practical” man. But his “theories” are mostly wrong. 
4 i Nevertheless, these “practical” men have for so many years ridiculed 
: , the relatively defensible views of trained students as “theories,” that 
—s* some of the present generation of economists are almost afraid to fol- 
; je low any considerable chain of reasoning, no matter how strong its links, 
nes lest they be regarded as “theoretical.” Professor Sinclair is not afraid 
han in to do so; but he seems, to the reviewer, to be more apologetic about it 


th, ° 
than the circumstances require, ‘ 
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In truth, there is reason to suspect that the major part of the criti- 
cism of classical international trade theory by so-called “practical” 
men is not due to its shortcomings as a means of explaining the facts of 
international trade, even though it may not yet have reached that final 
approximation which fully explains all the facts. Rather is the criticism 
probably due, for the most part, to a subconscious desire to discredit a 
theory which stands as a constant reproach to those who, through un- 
economical interferences with international trade, would line their pock- 
ets at the common expense. Probably Professor Sinclair would not deny 
this. The reviewer wishes it had been emphasized. 

Is the reviewer unduly critical of the book under consideration? He 
does not wish to be, for, in truth, he has enjoyed reading it. There is a 
frankness in the manner of presentation of the subject, an enticing com- 
prehensiveness in the phases of the subject treated and a charm in the 
style which make the book far better reading than textbooks ordinarily 
are. Economists are too apt to write dry-as-dust tomes which are never 
read save by a very few other economists and by students who are com- 
pelled to read them. It is doubtless too much to hope that even this book 
will be often chosen by students as recreational reading! But it is very 
good reading nevertheless. 

Harry Gunnison Brown 

University of Missouri 


A Preface to Economics. By Broapus Mircuett. (New York: Holt. 

1932. Pp. ix, 574. $2.75, text ed., $3.50, trade ed.) 

This book is unique in tone, organization, and content. It is, among 
elementary economics texts, swi generis. 

The style of the book is arrestingly original. It might be described as 
the intimate, or anecdotal, or, to use the author’s own term, the wise- 
cracking style. The quips of the author are directed variously at hin- 
self, at the student, and at the methods and style of his fellow-economists. 


Many of us have long deplored the deadly dullness, the pompous generaliz- 
ing, and the impractical theorizing that make our standard texts the 


derision of undergraduates. The author’s intent to humanize and er- 
liven abstract principles with wit is praiseworthy, but the performance 
is distressing. Much of the humor is below the level of even undergradu- 


ate standards. Some of it is offensive. Some of it casts slurs on sound 
and necessary methods of economic science. The burlesque charts on pages 
96 and 100 make economic science, demand curves, and the author alike 
absurd. 

A second feature is the insistence on the dynamic character of economic 
theory. Current economic beliefs and theories are treated throughout as 


present-day developments in a long evolution of doctrine. The predeces- 
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sors of modern theories are presented at length, especially in the chapters 
on distribution. Emphasis on the evolutionary character of economic doc- 
trines is highly desirable in an elementary text, but the attempt to com- 
bine an introductory analysis of economic life with a history of economic 
thought is hazardous. A discussion of wages and labor and “a parade of 
wage theories” oceupying one-fifth of the space in the entire book, so 
detailed that two pages are given to the trivial Thornton-Mill wages-fund 
episode, end up with an unconvincing bargain theory of wages and omit 
all reference to the economics of a shorter work day. The intricacies of 
interest theory, from the mediaeval scholiasts through Bohm-Bawerk 
and Rodbertus to the productivity controversy, take up almost ten per 
cent of the book, but they will leave the student wihout any clear concept 
of interest. 

Interpolated into the text are some thirty thumb-nail biographical 
sketches of the great figures of economic science, from Adam Smith to 
Henry George, from Colbert to Nassau Senior. Written in a style reminis- 
cent of Durant’s best-seller on philosophy, which called forth the com- 
ment that it involved a great deal of story and very little philosophy, 
these brief sketches serve to give a vitalizing touch to the dry bones of 
antiquated doctrines. That they still further interrupt and diffuse the 
analysis of modern economic conditions is unfortunate. 

Finally, we find for the first time in modern economics texts an aggres- 
sive spirit of social reform. The whole book, more especially in the dis- 
cussions of interest and wages, reveals a marked hostility to capitalism, 
to the profit motive, to the present distribution of wealth, and to private 
ownership of land. The approval of socialist doctrine is rather indirect 
than direct, implicit than explicit, but the presentation is sympathetic 
and propagandist none the less. The hoary doctrine of surplus-value is 
fully developed and but feebly criticized. Marx is frankly presented as 
the one true apostle of the economic future. The economic tyranny now 
enslaving the Russian people is cited sympathetically. The author says 
he is not a single taxer, but he calls all rent “graft.” As this reviewer 
sees it, the chief merit of the book lies in its attack on those economic 
evils in the fields of wages and rent and wealth-distribution and profit- 
secking which our economics texts gloss over with complacency and even 
with approval, For example, the chapters on combination reveal start- 
lingly the head-in-the-sand attitude of orthodox economists in regard to 
the inevitable tide of consolidation. 

As might be expected, a volume so organized cannot give adequate space 
to actual analysis of the existing order. Much more than half the book 
is devoted to distribution. ‘The treatment of production is compressed 
into five short chapters of only sixty-two pages, with surprising omissions 
as a result. There is no explanatory analysis of corporate organization 
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in the entire book, nor of the place of securities in economic life, nor the 
stock market and the stock exchanges, nor index numbers, nor economic 
costs in production. A turgid explanation of England’s abandonment of 
the gold standard appears at the beginning of the chapter on money, 
although the essential facts about paper money are sketchily treated 


at a later stage. The chapters on price and value suffer from loose.state- 


ment, such as that there is higgling in every exchange. Wealth is defined 
as anything which satisfies a want, but later it is said that money is not 
wealth. The treatment of normal value is made unreal by the failure to 


recognize distinctions between different types of goods with reference to 
icibility.” Finally, a confusion of marginal utility, 
subjective valuation, and market value culminates on page 78 with an 
illustration in which the author agrees to part with all his clothes for 
$120. There are lapses in spelling, diction, and typography that might 
well have been avoided 
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This reviewer is driven to the conclusion that a combination of enter- 
tainment, history of doctrine, lives of economists, and criticism of the 
existing order does not make a satisfactory elementary economics, 

Nett Caroruers 

Lehigh University 


Laissez Faire and After. By O. Frep Boucxe. (New York: Crowell. 
1932. Pp. ix, 342. $3.00.) 

Part I of this book (160 pages) embroiders the well worn theme of 
the inadequacy of the laissez-faire philosophy and policy in a world 
transformed by the revolution in technology. In Part II, “Reform in 
Action” (85 pages), Professor Boucke diagnoses economic instability 
as a distributive disease. Discarding “dictatorial central planning” as 
inexpedient, he proposes a series of “compromises” to secure “conti- 
nuity of income,” including a minimum wage, social insurance, a public 
building program, a revised system of taxation emphasizing progressive 
taxes on income, banking policies to stabilize the value of money and 
agencies of control over the investment process. In Part ITI, “Reform 


in Thought” (87 pages), it is concluded that the run of the current 
facts and untenable premises have made the past doctrinal content of 
economics obsolete. The “art of political economy,” illuminated by 
revised premises relative to human motivation and the conflict of human 
interests, is presented as the proper central concern of economists. 

In such brief form one cannot suggest the erudition and imagination 


which Professor Boucke brings to his work, nor the restless play of his 
mind over the motivating forces of economic action and over the poter- 
tial alternative lines of economic policy. Unfortunately, these qualities 
are undisciplined in the present book. Waiving mention of the unhappy 
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rhetoric, one finds progress toward an understanding of Professor 
Boucke’s views impeded by the introduction of compounded irrelevancies 
and by the piling up of alternative lines of action. 

The analytical skeleton of the book is rudimentary, being mainly im- 
bedded in Chapter 8 on “Economic depressions.” The principal content 
of the book is a dramatized statement of the complexity of economic 
processes, and more emphasis is placed upon the difficulties of introduc- 
ing any effective policies of control than upon the analysis of such poli- 
cies as are considered feasible or expedient. One is left in some doubt 
whether Professor Boucke thinks of his suggested policies as ways of 
preserving the present system relatively intact or as lines of deviation 
toward a distinctly different system of economic relationships, though 
one supposes the latter to be his thought. 

Professor Boucke’s conclusion in the later chapters that economists 
have no other function than to be the handmaidens of economic reform 
is so controversial that he might reasonably have been expected to make 
a case for it. That there are economic problems which require expert 
analysis no one denies. But the converse of that proposition is not, as 
seems to be implied, that there are no analytical tasks for economists 
except those directed immediately toward reform. In any case the science 
of economics ought not to be scrapped summarily without a careful con- 
sideration of the issues. One has a feeling, reénforced by the tone of the 
book throughout, that Professor Boucke is emotionally so upset by the 
pressing character of current economic problems that he finds all in- 
tellectual effort meaningless if not directed toward their solution. But 
may not the generous emotions sometimes prove poor guides to intel- 
lectual performance, even of those tasks fundamentally, if remotely, re- 
lated to the guidance of economic policy? 


Paut T. Homan 
Cornell University 


The Structure of Competitive Industry. By E. A. G. Rostnson. (New 
York: Harcourt Brace. 1932. Pp. viii, 184. $1.25.) 

This little book represents another contribution to the enlightenment 
of the general public upon economic principles which its companion vol- 
umes in the Cambridge Economic Handbooks series have done so much, 
or at least tried valiantly, to advance. It covers familiar ground to the 
economist specially concerned with problems of industrial organization. 
It surveys the structure of capitalistic industry, not in detail, but in 
its larger features. It analyzes the forces which bear upon the size and 
relationships of business units. It recognizes, finally, the perennial issue 
of authority versus freedom in the organization of productive and con- 
sumptive activities. But it offers no simple solution either to the mani- 
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fold immediate problems of business men in their profit-spurred search 
for efficiency or to the ultimate problem of statesmen in the welfare- 
spurred quest for economy. It represents, in short, a modest undertak- 
ing; and the achieved result is strictly in keeping therewith. 

In brief outline, an introductory chapter hardly adequately stating 
the problem and devoted chiefly to terminological perplexities is fallowed 
by five chapters exhibiting the effect upon the size of voluntarily organ- 
ized capitalistic business units of various factors. These factors are clas- 
sified under five heads: (1) technical efficiency in production; (2) man- 
agerial efficiency in superintendence and coérdination; (8) financial ef- 
ficiency in the assembly of capital; (4) marketing efficiency in pur- 
chasing and selling; and (5) stabilizing efficiency in the assumption of 
(or escape from) risks. These with the next three chapters discussing 
alternative methods of reconciling the different optimum sizes dictated 
by these several factors, and the relationship of the most advantageous 
size of business unit to the scale of the industry (external economies), 
constitute the main body of the text, both from the standpoint of extent 
and of significance. The next two chapters treating of the location of 


industry seem somewhat disconnected with the rest of the book, and 
little would have been lost by their omission. Rationalization is the topic 
of the final chapter; and here the author really comes to grips with 


the vital issues and succeeds in getting before the reader some of the 
distinctions which are indispensable to a critical appraisal of the in- 
dustrial system. 

In general, the author preserves the Olympian style and tone of the 
Cambridge School. The Marshallian terminology is constantly evident 
and occasionally conspicuous (cf. pp. 81, 89, 131). But there is now 
and then a suggestion of the institutionalist lingo (e.g., pp. 67, 171)—a 
discordant jazz note, as it were, in a symphonic poem. 

Criticism is more appropriate, however, as well as more necessary in 
regard to the method and compass of the study. Concerning the former, 
doubtless comprehensive statistical data, even if they were available and 
so far as they are available are best reserved for works addressed to a 
professional audience. Still it should help the economics-thirsty public 
to a more realistic grasp of the structure of competitive industry if at 
least some authenticated specimen facts were furnished regarding the 
actual number, size, interrelationships, methods of growth, causes of 
decline and, in general, concrete business experience of enterprises in 8 
few typical lines of industry. And if the answer be that there are no 
“typical lines of industry,” then it may fairly be inquired how, not- 
withstanding, it becomes warrantable to construct an abstract figure 
of a representative firm in a nondescript industry out of a hypothetical 
computation of a long-run balance of putative advantages, opportuni: 
ties, mistakes and good luck. Even lay readers, we can well believe, may 
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have some hesitancy in accepting such unsupported dicta as that: “It 
has been proved by experience that no individual can effectively control 
more than four or five subordinates” (p. 48); or that “industry relies 
chiefly upon profits as a source of capital” (p. 56); or, again, that 
commercial specialization is a function of population density (p. 75). In 
numerous such assertions the author may or may not be right, but he 
is certainly not convincing. 

More serious blunders from the standpoint of method, however, 
appear to issue from faulty analysis or plain bad logic. On page 120 
in reference to the efficacy of advertising as a means of inducing con- 
sumers to shift their custom, thus enabling a producer to operate near the 
optimum scale, it is stated that, “the transfer is likely to be easiest 
where the customer is a good judge of the quality of the thing he is 
buying.” One wonders if Englishmen are really experienced in the art 
of ballyhoo. The same reflection is induced by the assertion that 
advertising is “economical where it can cajole buyers into increased 
standardization of their wants” (p. 68). What does Mr. Robinson 
mean by “economical”? 

The scope of the study is limited almost exclusively to the organiza- 
tion of manufacturing industry. In omitting from consideration such 
fields of “industry” as the railroads and public utilities, agriculture and 
mining (except, paradoxically, coal mining), banking and insurance, 
service industries (hotels, theatres, laundries, etc.) and, above all, mer- 
cantile trade (save casually, indeed parenthetically, upon pp. 75 and 
117, where chain stores are barely mentioned), the author evades some 
of the thorniest and most controversial problems of industrial organi- 
zation today. Moreover, it can scarcely be doubted that direct atten- 
tion to the baffling questions of how production in these fields should 
be, and of how it is being, organized would have let in a good deal of light 
upon some of the all too dimly illuminated rooms in the structure of 
manufacturing industry. 

Myron W. Warkins 

New York University 


Die Wirtschaftstheorie der Gegenwart. Edited by Hans Mayer, Franx 
A. Ferrer and Ricuarp Retscu. Vols. I-IV. (Vienna: Springer. 
1927-1932. Pp. 293, 421, 347, 380.) 


These volumes are inscribed to Friedrich Wieser, in honor of his 
seventy-fifth birthday. He lived to see the first volume in print, and 
much of the manuscript of succeeding volumes, and thus to express his 
sincere thanks, a few days before his death, to 81 contributors from 17 
countries. 


The American contributors are Carver, J. B. and J. M. Clark, Com- 
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mons, Ely, Fetter, Fisher, Kemmerer, King, F. H. Knight, Seligman, 
Snyder, Viner. 

The multitude of economic problems since the war, says the editor, 
the multitude of efforts towards their solution, the newly developed meth- 
ods of research, the new appreciation of world problems, are beyond the 
reach of a single investigator and require an international development 
of the science. This need resides in both the formal theory of abstract 
problems and a more realistic detailed investigation. The difficulties are 
in the variety of national peculiarities and in the selection of collab- 
orators to represent all points of view. 

The work is partly cyclopedic for each country, showing for each 
the historical development of theory mainly during the past 80 or 40 
years. It is astonishing to note, from this point of view, how almost 
universal for a time has been the influence of the Austrian School, and, 
at the same time to discover the national and personal peculiarities, 
The Scandinavian School emerges, within these 80 years, as a new 
treatment of theory quite distinct from the Austrian School. Fetter’s 
account of the American School, if “school” it is, is a masterful, con- 
densed survey, casting much doubt on the peculiar “institutional trend,” 
which seems to stand out as a disturbing American twist. Russia emerges 
unexpectedly (Gelesnoff, Moscow) without the influence of the Austrian 
School, but with an acceptance of the Marxian theory long before the 
Bolsheviks. Italy occupies a distinguished place with a lively conflict 
of theories (Graziani, Naples). England becomes, not an English 
School, but an English-speaking economics, with much American and 
Dominion influence (Higgs). These nationalistic contributions in Volume 
I reveal the editors’ purpose of a world economics with national and 
personal deviations. 

The other three volumes are more nearly the personal work of indi- 
viduals and a summary of their theories on particular aspects of the 
world problems. Volume II covers value, price, production, money and 
credit, with a variety of outstanding economists from Scotland and 
America to Egypt. Volume III is given to distribution, with its general 
principles, wages, interest, rent, profits and special problems. Volume IV 
is concerned with Konjunkturen, crises, international exchange, public 
finance, socialism, and a closing word by Cannan on the need, not of 
more theory nor more specialization, but more popularization. 

In one respect these volumes indicate, for all countries, not so much 
a trend towards popularization as a trend towards the testing of all 
theories by their practical application to the immediate problems of the 
masses of people in all nations. They are the augury of a new national- 
ism, a new internationalism and a real science of economics. 


Joun R, Commons 
University of Wisconsin 
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nan, NEW BOOKS 


AnxricHt, F. The A B C of technocracy, based on authorized material. (New 
itor, York: Harper. 1933. Pp. viii, 73. $1.) 
eth- An endeavor to present in simple language the significance of tech- 
| the nocracy. The familiar story of supplanting human labor by the machine is 
rehearsed; but there is no discussion of constructive policies to counteract 
the shocks occasioned by this substitution. 
ract Bonn, M. J. Economics and politics. (Boston: Houghton Mifflin. 1982. Pp. 
are 36. $1.) 
llab- A lecture delivered at the University of California on the Weinstock 

Foundation. 

Borrar, G. and Arena, C. Nuova collana di economisti: stranieri e italiani. 
ne Vol. I. Storia delle teorie. Vol. II. Economisti italiani del risorgimento. 
r 40 Vol. V. Dinamica economica. Vol. VI. Cicli economici. (Turin: Un. Tip. 
most Ed. Torinese. 1982. Pp. xxiv, 562; xxvii, 496; xii, 440; xxv, 364. L. 55; 
and, 50; 50; 45.) 

ities, \ Eviz, L. D. Economics: principles and problems. 2nd ed., rev. and reset. 
(New York: Crowell. 1982. Pp. xx, 859. $5.) 

The revision of this notable text has been unusually thorough. Not only 
have some of the statistical data been brought down to date, but much 
valuable new material, new graphs and tables, have been introduced; 
end,” chapters have been rearranged, and chapter headings have been recast. 
erges Nearly 60 pages have been added to the first edition. In the preface the 
trian author announces his intention of “amending and clarifying the theory,” 
» the but the central value theory is much the same as in the earlier edition. 

' His attempt to use statistical data to illustrate and interpret economic 
nflict theory is somewhat more successful than it was in the first edition, yet 
glish much remains to be done along this line. In the present demoralized state 
_ and of capitalism throughout the world, it seems to the reviewer that a text 
Should give more attention to economic contro] and economic “radicalism” 

ind than Dr. Edie has given here; yet his position is generally liberal and 
| progressive. Altogether the revision has been well done, and the new book 
a. will be found useful, although the price—five dollars—seems rather high 
indi- | for times of depression. 
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Faincuitp, H. P. Profits or prosperity. (New York: Harper. 1932. Pp. vii, 
204. $2.75.) 
Professor Fairchild masses his attack against “the insidious profit mo- 
tive.” Convincing argument, pointed example, lucid style and happy ex- 
ot of | pression, give full effect to his onslaught upon individually owned business. 
The owner makes his profit, according to this book, by selling a part 
eich of the product for an amount equal to the cost of production. Then the 
Fall surplus product is turned into money profits through the mechanism of 
nly | credit, which supplies the purchasing power that the market lacks. Since 
of the this credit must be repaid, in time the bankers tighten their loans; and 
ional- a depression results. The owner tries to increase his profits by adding 
to his productive equipment; but this merely increases the difficulty, since 
-" purchasing power is taken from the market. Costs of production are low- 
ered, both by reducing wages and substituting machinery for labor; but, 
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again, purchasing power is reduced. The ultimate social result is poverty, 
caused by the drive for profits by our owners of industry. 

Objections may be raised to this somewhat restricted interpretation 
of the functions of the owner, and to the assumption of uniformity in in- 
dustrial development. The electrical power industry is highly mechanized, 
as is the automobile industry; but coal mining and agriculture are stil] 
carried on with an appreciable amount of hand labor. Again, great com- 
binations are the rule in some industries; in others they are practically 
non-existent. And it goes without saying that profits are far from uniform 
among our various industries. In recent years, due to world conditions, 
profits have been lacking in the textile, coal, and agricultural industries, 
while large profits have been reaped in the electric, automobile, radio, and 
moving picture industries. 

This lack of uniformity in industrial organization and in industrial 
mechanization is a reflection of the uncertainties that characterize our 
ever changing social life. Changing demand, changing world conditions, 
new scientific discoveries, new technique of social organization, unfavora- 
ble climatic conditions, are risks that entrepreneurs undertake. A special- 
ized knowledge of when and where to take a risk is a source of profits. 

In spite of a somewhat inadequate treatment of profits and of the func- 
tions of money and credit, the book contains important hints for further 
research. Not the least of these is the suggestion that socially, owing to the 
destruction of our natural resources, we are actually getting poorer rather 
than wealthier with the passing years. 

Freperick L, Ryan 


Georce, H. The science of political economy. New ed. (London: Henry 
George Found. of Great Britain. 1982. Pp. xiv, 433. 2s. 6d.) 

A reprint of a work published in 1898. Its publication in convenient form 
and at a low price is due to the Henry George Foundation of England. 

Heapicar, B. M. and Fuvter, C., compilers. A London bibliography of the 
social sciences. Vol. IV. Author indez, periodicals list, table of subject 
headings. (London: London School of Economics and Political Science. 
1932. Pp. xvi, 983.) 

Previous volumes have been noted in the Review for December, 1931, 
page 709 and for June, 1931, page 290. This volume contains an alpha- 
betical index to names of authors, with references to the subject headings 
under which their works may be found; also an alphabetical list of all 
the periodical publications in the library of the School of Economics. 

Matruvus, T. R. Observations on the effects of the Corn laws. A reprint 
of economic tracts, edited by Jacos H. Hoviianper. (Baltimore: Johns 
Hopkins Press. 1932. Pp. 87. $1.) 

“To close students of the classical doctrines it will be of aid in tracing 
with greater precision the origin of the differential theory of rent.” 

Moat, S. Oito von Gierke: his political teaching and jurisprudence. (London: 
P. S. King. 1982. Pp. 291. 15s.) 

Orton, W. A. Prelude to economics. (Boston: Little Brown. 1932. Pp. x, 
285. $1.60.) 

Rivensure, N. Harriet Martineau: an example of Victorian conflict. A thesis. 
(Philadelphia: Uniy. of Pennsylvania Press, privately printed. 1932. Pp. 
iii, 110.) 

Rosinson, J. Economics is a serious subject: the apologia of an economut 
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erty, to the mathematician, the scientist and the plain man. (Cambridge, Eng- 
land: W. Heffer & Sons. 1932. Pp. 14.) 

ation Ynrema, T. O. A mathematical reformulation of the general theory of in- 

in in- ternational trade, (Chicago: Univ. of Chicago Press. 1932. Pp. xii, 120. 

lized, $2.50.) 

> still The author’s explicit statement of assumptions at the outset immediately 

com- limits this study to the pure theory of international trade. Under these 

ically limitations—in the main, the cardinal assumptions of the classical theory 

iform —he proceeds first to a simple mathematical formulation of the funda- 

tions, mental equilibrium conditions: 

stries, (1) Equality of values of imports and exports for each country. 


», and (2) Equality of exports and imports of each commodity for all coun- 
tries. 
At this stage is introduced an important product function, the “net 
‘tions monetary factor.” The first member is the ratio of actual money prices 
ile. to those under an arbitrary fixed-price schedule, constant for all domestic 
eorey goods ; the second is the exchange rate. Rises and falls in the rate asso- 
” ciated with equivalent reverse changes in the price-level consequently 
- leave the net monetary factor unchanged; accordingly, this factor may 
setliee be used to indicate uncompensated changes in and adjustments to equi- 
ite librium. Furthermore, since it is equivalent to the ratio of prices (in two 
ees countries) which a commodity would have under conditions of stable do- 
mestic prices, the factor has certain advantages as an index of interna- 
vay tional trade in terms of resources costs. 
With the aid of this function and the notion of fixed-height prices, the 
_ equilibrium conditions are easily extended to include effects of non-com- 
' modity factors—most thoroughly in the case of transportation costs. In 
_— each case the generalized equations are shown to have a determinate solu- 
gland, tion. Later, the effects of disturbances to equilibrium are considered gen- 
of the erally (for m countries and n commodities); the more interesting con- 
subject clusions, however, follow from the special case where m and n are fixed 
nal at 2. These conclusions are in substantial agreement with those held since 
Ricardo. 

, 1931, The method is algebraic and the double subscript notation employed 
alpha- is well suited to the material. For instance, if Xp is defined as the ex- 
ition ports or imports (plus or minus) of the k th commodity out of or into 
ot all country p, and Y zx as the corresponding money price of commodity k, 

mics. the equilibrium conditions may be immediately stated: 
reprint 


istrial 
our 


i=m i=n 


> Xu = 0 (n equations); >> X,:¥,: = 0 (m equations); 
t=1 


tex] 
for m countries and n commodities. The net monetary factor is given by 
Y 


= 


\ thesis. where ypx are the prices of the k th commodity under constant monetary 
32. Pp. conditions (stable prices for domestic goods), and C is the exchange rate. 

Now the equilibrium conditions may be written in terms of z and y, the 
onomist fundamental variables. In the latter sections where disturbances are taken 
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smal] enough to be considered as differentials, some elementary calcul 
is involved. 

This study, originally a thesis for the doctorate, might have been jn. 
proved by a more elaborate discussion of the economics of internation] 
trade. In this respect the presentation is very terse. Also, the mathe. 
matical exposition occasionally lacks continuity; for example, the intro. 
duction without any explanation of a moderately complex formula for the 
elasticity of import demand and export supply is disturbing. While this 
work adds little to the already well known theory, it puts forth very 
clearly the main body of this theory and its limitations; for this feat jt 
deserves a conspicuous place in the mathematical literature on the subject, 


H. A. Freeman 


Economic History and Geography 


War Debts and World Prosperity. By Harotp G. Movutton and 
Pasvoisky. (Washington: Brookings Inst. 1932. Pp. xx, 498.) 

An important addition to the wellknown studies on international eco- 
nomic problems published by the Brookings Institution, this new volume 
represents the culmination of a decade of study by a number of experts 
of problems arising out of the reparation and other inter-government 
debt situations; it is, in fact, “a synthesis of all our previous work in 
the field.” Specifically it is intended to provide answers to two questions 
which, perhaps more than any others, are troubling the world today. 
(1) Would a complete obliteration of all reparation and inter-allied 
war debt obligations promote, or retard, world prosperity? (2) Would 
collection of these inter-governmental debts be economically beneficial 
to the creditor countries? 

Save by implication, the answer to these questions is reserved for the 
last relatively short section. By far the major part of the book is de 
voted to a history of inter-government debt obligations arising from the 
war. A convincingly clear account of the origins and settlement of Amer- 
ican claims against the Allies is first given. This is followed by a detailed 
exposition of the German and other reparation negotiations and settle 
ments. Part IV discusses the payments actually made, the breakdown of 
the system, the Hoover moratorium, and the Lausanne settlement. 

It should perhaps be noted that this book presents a much condensed 
account of the events of the last ten or more years. In the process of 
compression topics have necessarily been eliminated or subordinated 
which some readers would like to see given more emphasis, but nothing 
vital to an understanding of the subject has been passed over. In 80 
brief an account it is doubtless inevitable, and for some purposes de 
sirable, but the reviewer regrets that the authors have found it impor 
sible to reproduce the atmosphere in which the various settlements were 
negotiated. The bald statement of what was done without any sugge* 
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tion of the intensity of nationalistic antagonisms, or of racial and po- 
litical passions, at times lends an air of unreality to the account. The 
authors have, however, done an admirable piece of work. The account is 
well articulated, clear, readable and free from bias. The reviewer knows 
of no survey of the field which is so complete or which is more compe- 
tently done. 

In the last section we find the case for cancellation of all war debts. 
The answer of the authors to the questions propounded in the first chap- 
ter is that complete obliteration of war debts would promote world pros- 
perity and that their collection would not benefit the creditor coun- 
tries. 

Inevitably their proof of this is given in somewhat general terms. No 
attempt is made to estimate the capacity of our different debtors to 
pay; the emphasis is rather on the contradiction between our fiscal 
policy of collection and our commercial policy of trying to expand our 
exports and restrict our imports. Our unwillingness to receive payment 
is shown in our increasing tariff, the extension of our merchant marine 
and of our banking services in foreign countries, our continual striving 
for additional export markets. We are determined not to allow our ex- 
ports to decrease, and considerable space is spent in showing the im- 
portance of our export trade to our whole industrial life; our debtors 
can pay only by having themselves an export surplus, and we are equally 
determined not to permit an import surplus. This situation, disguised 
for a number of years by our exports of capital, has produced an in- 
tolerable strain on the economic and financial structure of the world, 
already thrown out of equilibrium by the war. To insist on the payment 
of these debts is to insist on the impossible and to prolong the agonies 
of reconstruction. Cancellation would aid materially in the process of 
recovery, particularly as the readjustments necessary to pay interest on 
private indebtedness and eventually to repay the principal are going to 
be sufficiently severe. The additional taxes which American taxpayers 
will have to bear if the burden of these debts is transferred to their 
shoulders are, in the opinion of the authors, of slight consequence, if 
the result of cancellation be a return of prosperity and an increase in 
taxpaying ability. The conclusion is that from a purely selfish point of 


view we should be wise to cancel forthwith all inter-government debt 
obligations. 


The authors have presented their case persuasively, although it might 
be turned into a case for a revision of world tariff policies. It does not, 
however, seem to the reviewer that the arguments for revision as op- 
| posed to cancellation have been entirely disposed of, nor does he feel 
that the authors have been as specific as the case requires in the state- 
ment of their views as to the effects of cancellation on recovery. We 
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should be interested to know whether it would simply provide the neces- 
sary setting for recovery, or whether cancellation would of itself initiate 
recovery; and, if so, how. 

Seldom does a book appear at so opportune a time and seldom does a 
book deserve so wide a public. If it does not convince its readers of the 
need for complete cancellation, it ought at least to dispel some of the 
unfounded notions regarding the debt situation which are so widely held 
both at home and abroad. 

Norman S. Bucx 

Yale University 


W World Economic Survey, 1931-32. (Geneva: League of Nations. Boston: 
World Peace Foundation. 19382. Pp. 327. $2.50.) 

This survey is the work of Mr. J. B. Condliffe, based mainly on data 
collected by the Economic Intelligence Service of the League of Nations. 
It may be regarded as a sequel to The Course and Phases of the World 
Economic Depression prepared in 1930-31 under the direction of Pro- 
fessor Bertil Ohlin, and merits all the praise bestowed upon the latter 
in a previous issue of the AMERICAN Economic Review (March, 1982, 
pp. 111-112). Though the survey is perhaps superior in some respects 
to its forerunner, the two are similar in point of view and method of 
approach. For an analysis of the depression in terms of international 
dislocation there is nothing to compare with this work of Mr. Condliffe; 
it combines brevity, comprehensiveness, clarity of expression and dis- 
crimination in the selection of statistical material with skill and sug- 
gestiveness in its interpretation. 

After discussing population movements, changes in industry, new 
debtor-creditor relationships and other factors which prepared a “Back- 
ground of instability” for the depression, the author presents the rdle 
of capital movements: first, as a cause of the boom, when credit ex- 
pansion was used to buttress European reconstruction; and second, as 
a cause of credit breakdown, when strains developed and capital was 
withheld. Then follows a statistical account of world production since 
1925 with emphasis upon the cause of depression in agriculture and its 
repercussions throughout the world. There is an excellent description 
of price movements supported by statistical tables and graphs showing 
the price disparities which developed between different groups of com- 
modities and different nations. The reader is led to the conclusion, near 
the end of the fourth chapter, that a difficult situation was created, that 
the prices of finished goods were too high relatively to raw materials, 
and producers’ goods relatively to consumers’ goods. “The world needs 
a larger production—for example, of steel and steel products—at lower 
prices, and a smaller production of most foodstuffs and textile raw ma- 
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terials at higher prices. But neither adjustment is easy to make. The 
industrialist finds it easier to reduce production than to lower costs, 
and the farmer cannot afford to restrict his output while his prices are 
falling.” 

The central portion of the survey deals with the international move- 
ments of goods and capital. Here are described the financial operations 
involved in the balancing of international accounts and the part played 
in the creation of disequilibria by maladjustments between national price 
levels and interest rates. The shrinkage of world trade during the de- 
pression is attributed largely to a disintegration of the world’s price 
structure, while the drastic deflationary movements which occurred in 
nearly every country are traced to the repatriation of French and other 
continental short-term balances and to the effects of the international 
credit storm of 1931. The uneven distribution of the total gold stock is 
regarded as one of the most striking symptoms of lack of balance in 
international accounts. “Its continued aggravation is proof that the 
situation is getting worse.” 

The latter part of the survey deals primarily with elements of rigidity 
in the economic structure that have opposed the forces making for the 
restoration and re-integration of national economic systems. The eighth 
chapter is devoted to “Wages, unemployment and labor conditions,” 
wherein it is pointed out that wages “were not only higher than they 
were, but they were more resistant to reduction in a time of falling 
prices.” The next chapter deals with “The strain on public finances” 
which “led to financial and economic insecurity and to policies which, 
in postponing, aggravated the necessity for fundamental readjustment 
of public debts, national and international.” Attention is also given to 
the disorganizing effects of political insecurity and to the influence of 
cartels and other forms of monopoly in preventing the smooth function- 
ing of international economic relationships. It is quite impossible, how- 
ever, to assign the discussion of any one factor to a particular portion 
of the survey; one of the distinctive merits of the work is the skill with 
which the author holds constantly before the mind of the reader the 
interactions and interrelationships of all the forces with which he deals. 

E. Freeman 

Massachusetts Institute of Technology 


The Coming of a New Party. By Pavut H. Doveras. (New York: Mc- 
Graw Hill. 1982. Pp. ix, 236. $2.00.) 

There are two parts to this book. One deals with the objects to be at- 
tained, or with the governmental problems that have to be faced; the 
other deals with the political tactics to be employed. In the first half 
of his book the author lays out a serious and impressive task which the 
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citizen and his government are called upon to deal with. He shows that 
the old order of “rugged individualism” has broken down. A man’s suc- 
cess and comfort in life depend no longer merely upon himself, upon his 
efficiency and industry. There are social conditions beyond his contro] 
that determine for him his living, or lack of living. With concentration 
in management and wealth, in manufacturing and mining, in business 
(chain stores) and agriculture, there are now millions of employees who 
are not independent workers, and who cannot fix conditions under which 
they are to live. Inventions and motor power have brought changes and 
concentration to the farm. Already 42 per cent of our farms are now 
cultivated by tenants; fewer farm workers will be needed, and millions 
more will seek work in the cities and crowded industries, accentuating 
a capitalist system under which already 2 per cent of our population 
own 60 per cent of the wealth of America. 

A chapter gives the economic and social needs of labor—security 
against unemployment, provision for old age, medical care, regulation 
of working hours, more effective organization. In labor conflicts, the 
courts, police, and militia have not always sought even-handed justice 
but have usually favored the employers. To obtain social insurance and 
social legislation it is necessary that labor should enter politics, and it 
is essential that the legislature and not the courts should determine pub- 
lic policies. 

The volume shows how the farmers are exploited by the tariff and the 
general property tax. The tariff, reducing our farm exports, increases 
the price of the products which the farmer has to buy and decreases the 
price of what he has to sell, thus making greater the disparity between 
farm and urban income, while the capitalist class, holding bonds and in- 
dustrial securities, largely escapes the tax burden on realty. The tax 
load must be lifted but not, as advocated by business interests, by cut- 
ting appropriations for schools, roads, and social services. 

With this liberal outlook upon the social and economic world the 
author proceeds to consider how government can further the interest of 
the citizen and the “forgotten man”—by the control of light and power 
rates; by social service and housing; by increasing efficiency; by inter- 
vention in certain industries (like coal mining) already ripe for re- 
organization; by redeeming the railroads from the ruin of private con- 
trol; by the stabilization of price levels (to pay farm debts requires 
about four times as much farm produce as before the war) ; by needed 
changes in finance; by the promotion of peace and international co- 
operation. 

Our political world is shown to be white with the harvest of govern- 
mental undertakings, while our political parties are bankrupt in prit- 
ciples, without enlightened policies or serious purposes. By what tactics 
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shall we face the situation? The author favors a new party, though he 
states fully the difficulties in the way. Men are prone to work through 
old agencies; the two-party idea is deeply imbedded; there is the joy- 
riding of the band-wagon; men prefer the crowd, dislike lonely causes, 
and distrust small movements. History reveals the wreck of many third 
parties; and often they are composed of elements that have been shifting 
and inconstant. A new party involves going down to the “grass roots,” 
to the township, the ward, the precinct. The country is so large, the 
expense so great, party membership and tradition so unbreakable, that 
one may well doubt the success of such a venture. The author presents 
a good case against himself, but he perseveres to show that the diffi- 
culties may be overcome and that a new party is the only safe road 
ahead. 

The author makes a conclusive case against the old parties. His plea 
is for the liberal, the farmer, the laborer; he wants them to merge and 
vote together. He contends that it is vain for these elements to hope to 
attain the policies they need by attempting to capture one of the two 
old parties. “Boring from within” will not answer; those tactics have 
made but little dent upon American political life; votes are thrown 
away and the liberal voters are left without any political home. 

The author claims that the difficulties in the way of a new party have 
been exaggerated; that in many states—as in the South and the North- 
west—we have now a one-party system, and that an opposition party 
is needed. He claims that there is no logical place in American life for 
the Democratic party. The Republican party has a place. It represents 
the conservative elements and the propertied classes. There is room for 
one such party, but there is not room for two. He, therefore, looks to 
the disappearance of the Democratic party (the volume was written 
before the late election), which, he says, “has no real coherence, an un- 
happy fusion of discordant elements from the Northern cities and the 
Southern gentry,” with no love lost between them; a party “which 
solicits votes from the poor and contributions from the rich on the pre- 
text of protecting each from the other.” 

The author, with some inaccuracy, cites the campaign of 1856, when 
“the Free Soil party became the challenger to the Southern slavocracy.” 
The party fight against the slave power in 1856 was conducted by the 
Republican party. Lincoln was in that fight but he was never a Free 
Soiler; that is, he was never in the Free Soil party. 

Professor Douglas discusses the name of the new party, preferring 
“Farmer-Labor”; he considers the party’s relation to Trade Unions, 
and to the Socialists with whom he expects codperation. While there 
may be conflicts of interests between farmers and city laborers, there is 
a preponderance of common interests between these two classes of voters 
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which will lead to common action. The Communists should be kept out 
of the new party, because their resort is not to representative govern- 
ment but to violence and revolution. The volume considers, rather briefly, 
the most important factor of all, namely, the ways by which the new 
movement may be kept honest. When success approaches, how are the 
vultures to be kept from gathering upon the appearance of the spoils? 
By keeping out bad men, by frequent examinations of the party’s off- 
cers, and by the expulsion of members for breach of trust. Such methods, 
savoring of the “closed shop” or of “close communion,” seem to involve 
a closer corporation than political parties in American history have 
ever known before. 

There are uses for new parties short of coming into power. They are 
educational, and they often determine the direction in which the old 
parties move. One who has been sympathetic with such new movements 
for more than a generation feels that Professor Douglas’s whole dis- 
cussion will leave the intelligent voter still in doubt whether his new 
party is really coming. He himself sees the long hard road ahead. He 
sees that leaders will be restrained by financial pressure, or seduced by 
social enticements; that virtue will ooze out of them, that they will de- 
sert, or sell out and betray the rank and file. Yet the young author 
has faith in his cause as one worthy of valiant effort; there will be “zest 
in the struggle and joy for the happy warriors.” Let us hope that such 
faith and optimism may be justified in the event. 

In any case, Professor Douglas has given us an able, well informed, 
well balanced, open-minded and fair-minded discussion, very profitable 
for the reader. His book deserves the attention of all who are interested 
in American politics, and, as Professor John Dewey says in his fore- 
word, it deserves to be “made compulsory reading for American citizens, 
especially for all young men and women.” 

James A. Woopsurn 

Indiana University 


The Economic Lessons of 1929-1931: The First Eleven Bulletins of the 
Unclaimed Wealth Utilization Committee of Geneva. By A. H. 
AxBati, chairman. (London: P. S. King. 1932. Pp. 94. 4s. 6d.) 


As those who have seen Mr. Abbati’s books and articles are aware, 
“unclaimed wealth” is the dramatic phrase by which Mr. Abbati and his 
friends refer to “surpluses” of all sorts from “hoarded” gold and bank 
reserves to crop carry-overs and incompletely used machinery. Their 
theory is that world economic depression has resulted from under- 
consumption and could be ended forthwith if the world could only be 
induced to stop hoarding, and even investing, and spend. By an ingenious 
calculation of warehoused crops and surplus productive capacity they 
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estimate the “unclaimed wealth” of 1930 at $15,000,000,000. Coinci- 
dently producers are estimated to have suffered losses of $18,500,000,000 
through price declines also occasioned by underconsumption; and they 
conclude that had this $15,000,000,000 been spent in riotous living there 
would have been no surplus and no price decline and all would have been 
well. 

Such a simple condition as this seems easily within the power of in- 
formed statesmanship to prevent, or even to correct; and since it was 
not prevented Mr. Abbati and his friends are endeavoring to bring about 
its correction by supplying, to the statesmen in Geneva (where the com- 
mittee has its headquarters) and elsewhere, the essential information. 
Naturally their opinion of the world’s economic statesmanship, past 
and present, is not very high. In a footnote dated May, 1982, with which 
they conclude the present series of bulletins, they declare that 


The member banks in the United States—tired perhaps of the “dry” régime— 
have established en permanence a frantic orgy of “liquidity” ; certain gentle- 
men in France, Holland, Switzerland, and Belgium are suffering from an 
acute attack of monetary yellow fever; and the British Government has 
“nlayed trumps” by declaring economic war on everybody and anybody, in 
which the British taxpayer and the British public services, as well as coun- 
tries abroad which buy British goods and in which the British public has vast 
investments, are alike being strangled. 


The events leading up to British suspension were due to “inexcusable 
incompetence in British banking circles”; and that “just and useful 
measure,” the Bonus bill, provoked in “sound” quarters only vague 
cacklings of disaster but, one gathers, was enacted nevertheless. “Hap- 
pily in this case popular sentiment in the country backed by the better 
judgment of the New York Stock Exchange prevailed over academic 
and bureaucratic obtuseness.” 

Perhaps the world is more or less completely insane. Nevertheless it 
is doubtful whether economists, or even statesmen, will consent to learn 
from the Unclaimed Wealth Utilization Committee. What these gentle- 
men—in company with a good many “experts” who think only in figures 
—have overlooked is the fact that in a crazy world insanity is normal. 
Liquidation may indeed have become an orgy, but it would be small com- 
fort to a bankrupt to reflect that in refusing to liquidate (and as a 
consequence being wiped out) he has acted according to the dictates of 
good sense. “I have never known much good done by those who affected 
to trade for the public good,” said Adam Smith; and though Mr. Ab- 
bati may know better, the affectation is not likely to become any com- 
moner than it was in 1776. Doubtless war is to be deprecated. But in view 
of the notoriety which has attended the events of 1914-1982 it is indeed 
singular, as Professor Henry Clay remarked recently, that adult and 
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literate persons should express surprise that there is an acrid odor of 
gunpowder in the economic atmosphere. Certainly Mr. Abbati need not 
expect “statesmen” to exhibit any surprise over the discovery. They 
know—evidently much better than he does—that they are fighting, not 
inaugurating the millennium, and before they can venture to lay down 
arms they require some assurance of survival beyond the truism that jf 
everybody stopped fighting simultaneously no one would be hurt. Neither 
Mr. Abbati nor anyone else is able to accompany the invitation to peace 
and universal consumption with guarantees against defeat and bank- 
ruptcy, and in the absence of guarantees the violence and insanity quite 
naturally go on; and the question remains whether day-dreams of peace 
and prosperity are not the maddest folly of all. 


C. E. Ayres 
University of Texas 


NEW BOOKS 


Avams, A. B. Trend of business, 1922-1932: causes of the depression and 
economic reforms necessary to establish a business equilibrium. (New 
York: Harper. 1932. Pp. x, 93. 75c.) 

Banpe., E. Frontier life in the army, 1854-1861. Translated by O. Banpe 
and R. Jente. Edited by R. P. Bieser. (Glendale, Calif.: Arthur H. 
Clark Co. 1982. Pp. 330. $6.) 


This is the second volume in the Southwestern Historical Series. The 
material is mainly letters of Bandel to relatives and friends and extracts 
from his diary, covering a period of about seven years subsequent to 
1854, 

Eugene Bandel was a native of Germany, who emigrated to the United 
States. Subsequently he had a difficult time in finding a satisfactory job 
and joined the army as one way out of his difficulties. Since his military 
experience covered practically all the Far West, Bandel had the oppor- 
tunity of obtaining first-hand information concerning army movements, 
and of the nature of the people in this region. All these are described in 
considerable detail. The editor has supplied ample documentation which 
connects this account with many other expeditions into the Far Western 
country. 

I, Lrepincort 


Bearp, C. A., editor. A century of progress. (New York: Harper. 1982. 
Pp. ix, 452.) 

Cuampers, J. D. Nottinghamshire in the eighteenth century: a study of life 
end labour under the squirearchy. (London: P. S. King. 1932. Pp. xi, 
377. 15s.) 


The phases of eighteenth century Nottinghamshire history which Dr. 
Chambers emphasizes are indicated by the sub-title. The narrative, how- 
ever, is not limited to the eighteenth century, for it takes up the rule of 
the gentry from the time they eliminated the monasteries, copyholders, 
Crown and Church as local rivals in the county until their supremacy be- 
gan to be challenged by the new families engaged in commerce, banking 
and industry and by the proletariat. Part 1 of the volume deals with the 
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growth and organization of the squirearchy; Part 2, with the rise of 
modern industry and agriculture; and Part 3, with social conditions under 
the squirearchy. 

Part 1, particularly the third chapter, is devoted to an account of how 
after the Restoration, “reluctantly at first, but compelled by the sheer 
pressure of everyday business, the gentry shouldered the burden of local 
government, and carried it, or perhaps stumbled along with it, for a 
century and more, as best they could” (p. 45). This chapter also makes 
clear that one reason why a group of squires, without the aid of an effec- 
tive police force or any considerable assistance from the central govern- 
ment, were able to rule a community which they had previously despoiled, 
was the profound respect which property inspired both in the haves and 
the have-nots. 

Part 2, which treats in detail of the changes in the framework knitting 
industry and in agriculture, is the most valuable part of the work. The 
third great industry, mining, is passed over lightly. In framework knitting 
the evolution of the industry from the early growth of a capitalistic struc- 
ture to the coming of the factory is carefully traced. This treatment makes 
clear the points of similarity and of differences between this industry and 
other textiles from the sixteenth to the early nineteenth century. The 
value of the section on enclosures lies in the account of the specific effects 
of the movement on different types of soils and tenures. The five maps 
and diagrams are especially helpful in following the changes described. 

Part 8, which deals with social conditions under the squirearchy, does 
not leave so clear-cut an impression as do the sections on industry and 
enclosure. Perhaps this is due to the fact that social conditions in Not- 
tinghamshire were not especially different from those in other English 
counties. 

On the whole, Dr. Chambers has succeeded in his self-imposed task of 
showing the movement of local history in Nottinghamshire during the 
period preceding the Industrial Revolution and of excluding such material 
as he could not relate to the national history either as an example of, or 
addition to, existing knowledge. It is to be hoped that within a reasonable 


time histories on this model will be available for all the counties of Eng- 
land. 


Dona.p G. Barnes 


Corr, G. D. H. A guide through world chaos. (New York: Knopf. 1932. 
Pp. xvi, 554. $3.75.) 

Mr. Cole starts with an introductory survey of the world crisis and 

its manifestations and expressions in the various capitalistic countries, 


done against a background of war and post-war conditions and in the light 
f t} 


of the growth of capitalism during the past two centuries. Next, he states 
his economic theories which emphasize the problem of distribution. Then 
he proceeds to deal with “Money, credit, and capital’; “Unemployment 
and industrial fluctuations”; “Foreign trade and fiscal policy”; “Public 
finance and taxation” ; and “Economic organization.” 

Mr. Cole uses a wealth of factual materia] which should be at the elbow 
of the teacher of economics. Whether talking of “Economic imperialism,” 
“Mass distribution,” “Stabilization of prices,” “The gold standard,” “In- 
ternational trade,” “Balancing the budget,” “The stock market,” “Insur- 
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ance for the unemployed,” “Communism,” or “Capitalism,” he gives the 
reader enough evidence upon which an intelligent discussion can proceed, 
Compared with most textbooks in economics this book for the general pub- 
lic is the voice of the living present versus the intellectual and factua] hand- 
me-downs of the past. 

The fundamental thesis of the book is that chaos is inevitable under 
profit-making as pursued in a capitalistic society because profit-making 
impairs the ability of purchasing power to keep industry in action. Even 
if this thesis were wholly missing, the book would still tell its story; for 
the contradiction and inadequacy of the capitalistic mechanism would stil] 
account for the existence of the present chaos. 

Mr. Cole is, of course, a socialist. He sees the need of greater collectivism 
in the economic field. Although collectivism is offered as the only long-run 
alternative to disorder, the reader gets the impression that Mr. Cole has 
no illusions about the difficulty and problems which collective management 
will impose on human judgments and decisions. 

Witrarp E, Arxins 


CovaseE, J. C. India and the League of Nations. Andhra Univ. ser. no. 5, 
(Waltair: Andhra Univ. 1932. Pp. viii, 239. Rs. 3 or 5 sh.) 

Cremer, H. Available sources for the study of the economic history of New 
Jersey. (Trenton, N. J.: Author, 294 Spring St. 1932. Pp. 10. Gratis.) 

Dossert, G., editor. Red economics. (Boston: Houghton Mifflin. 1982. Pp. 
351. $3.) 

Eckert, C. Alter und neuer Imperialismus. (Jena: Fischer. 1932. Pp. 46.) 

Ernzic, P. Finance and politics. (London and New York: Macmillan. 1932. 
Pp. x, 139. $2.50.) 

Mr. Einzig holds that “France, ambitious to attain hegemony in Europe 
in order to secure her frontiers against a German aggression, has sought to 
attain that end by making political use of her financial power. In pursuing 
her object she has become a menace to international financial stability” 
(p. v). In an earlier book, Behind the Scenes of International Finance, he 
traced the triumphant course of French financial policy down to 1931. In 
the present volume he argues that French policy has redounded to the 
injury of France as well as of the world; and, since he maintains that “the 
curve of French financial power and that of world welfare have fluctuated 
inversely” (p. 1), he draws comfort from the recent weakening of French 
financial power (reasons for which he gives on pages 64-72). 

Although he acknowledges that his case rests on circumstantial evidence 
(p. 14), he is not deterred from imputing ulterior motives to every act of 
the French. He proceeds on the principle that the obvious is never true 
and adopts far-fetched and improbable explanations because the apparent 
reasons fail to support his preconceived notion of sinister design. The 
economist will take exception to numerous statements in the book. It is 
charged that the French tried to “trap” the British by inducing them to 
return to the gold standard at a lower gold par (p. 20). Instead of a re- 
turn to gold placing the British at the mercy of the French, it is to be 
expected that stabilization at a sufficiently low rate would draw gold to 
England from France. To disregard this is to ignore one of the principal 
reasons for the strong gold position that France now enjoys, namely the 
low value at which the franc was stabilized in 1927. 
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There is undoubtedly truth in the claim that political considerations 
have played a part in French financial policy. Mr. Einzig’s detailed dis- 
cussion is hardly necessary to establish this fact; and, on the other hand, 
it would require more than he presents here to clear other countries of 
similar taint. 


Cuarves R. WuittTLesty 


FruepMaN, E, M. Russia in transition: a business man’s appraisal. (New 
York: Viking Press. 1932. Pp. xxxiv, 614. $5.) 

Gay, E. F., editor. Facts and factors in economic history: articles by former 
students of Edwin Francis Gay. (Cambridge: Harvard Univ. Press. 19382. 
Pp. x, 757. $6.), 

Pity E. Studies in the economics of the Bible. (Philadelphia: Jewish 
Pub. Soc. of America. 1932. Pp. 70.) 

Grover, J. G. and Cornetx, W. B. The development of American industries: 
their economic significance. (New York: Prentice-Hall. 1932. Pp. 932. $5.) 

Hamitton, H. The Industrial Revolution in Scotland. (New York: Oxford. 
1932. Pp. 309. $4.50.) 

Hecxscuer, E, F, Der Merkantilismus. Autorisierte Ubersetzung aus dem 
Schwedischen von Gerhard Mackenroth, Band I and II. (Jena: Fischer. 
1932. RM. 87.) 

Huntineron, E. and Cusuine, S. W. Modern business geography. Rev. ed. 
(New York: World Book Co. 19382. Pp. x, 352. $1.96.) 

Kinoman, H. L. Effects of Chinese nationalism upon Manchurian railway 
developments, 1925-19381. (Berkeley: Univ. of California Press. 1982. 
Pp. 97. $1.50.) 


This short monographic study contains a history and a critical inter- 
pretation of railway developments in Manchuria in the period from 1925- 
1931, Part 1 includes a detailed discussion of the Sino-Japanese conflict for 
possession of railway rights and recounts the efforts of the Chinese to fore- 
stall further penetration by the Japanese through construction of Chinese 
owned railways. The author considers at some length the reason for Chinese 
opposition to the Morgan loans (intended for the South-Manchurian Rail- 
way) and to Japanese control of the Fushun mines, and appraises the 
political consequences of the stationing of Japanese guards on the South 
Manchurian Railway. 

The complicated Sino-Russian situation in North Manchuria (1925- 
1931) is carefully examined in Part 2. Separate sections are devoted to 
the early Sino-Russian difficulties (including the Ivanoff incident) and 
to the break in Sino-Russian relations—with the appropriation of the 
Chinese Eastern Railway as the central theme, ending finally in the failure 
of the Chinese campaign in North Manchuria and the return of Soviet 
control. 

The scholarly objectivity of this treatise, despite the highly contro- 
versial character of the materials with which it is concerned, makes this 
study of the three-cornered struggle for economic and political power in 


Manchuria a valuable contribution to the economic history of the Far 
East. 
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Kirkxanp, E. C. A history of American economic life. (New York: Crofts, 
1982. Pp. xv, 767. $3.75. 

In his foreword to this excellent volume the general editor of Crofts 
American history series, Dixon Ryan Fox, uses the rather unusual device 
of adding to many encomiums a statement that this volume is the “longest 
text that covers American economic history.” Whether this statement js 
true or not is, of course, irrelevant; but it brings to a focus many gus- 
picions regarding textbooks in general. Certainly, mere accumulation of 
continuous pagination is not necessarily a mark of excellence. Misappre- 
hension is also unjustly aroused by the editor’s remark that the “general 
reader ... will welcome the impartial guidance of Professor Kirkland, 
who in this book has blazed so clear a way, avoiding the thickets of tabu- 
lated figures and the sloughs of undrained data.” The inference is not very 
clear, since the volume literally bristles with pointed observations, critical 
interpretations and commendable biases. 

Professor Kirkland pictures with unusual clarity the swift current of 
events which characterizes the “epic of America”—its surging tides, its 
ceaseless activity directed toward the harnessing to man’s will of vast 
material resources and energy. That this activity has unprecedented ma- 
terial attainments to its credit is demonstrable without much effort. The 
sharp impact and rapid diffusion of technology constitute the triumph 
and the tragedy of the United States. 

In the main, Kirkland’s arrangement of the subject matter follows other 
recent treatises describing the economic and social history of the United 
States. It is apparent, however, that this book is the result of independent 
research and of careful reflection. Considering the principal merits of this 
volume—its careful selection of materials and its lucidity—the author 
may be forgiven for monotonous repetition of such words as meanwhile, 
although, finally, etc., and for avoiding the “thickets of tabulated figures,” 
although it should be pointed out that an occasional graph might have 
added to the clarity of the textual treatment of the subject. 

Well selected and critically annotated bibliographies appear at the end 
of the volume. All but 2 of the 24 maps are excellently drawn and re- 
produced. Those facing pages 383 and 502 (Railroads in 1920 and the 
Average Annual Precipitation) call for an unusual amount of imagination 
on the part of the reader. 

In a future edition more attention might be given to the business cycle 
and to international economic relations. That more than one thread of 
the economic spiderweb laboriously spun by the new world in the last cen- 
tury and a half has been securely fastened in the old world is indisputable, 
although for some reason writers of American economic histories seem to 
be not altogether aware of the far-reaching implications involved. 


Koun, S. and Meyenporrr, A. F. The cost of the war to Russia. The vital 
statistics of European Russia during the World War, 1914-1917, by S. 
Koun. Social cost of the war, by A. F. Mrvenpvorrr. (New Haven: Yale 
Univ. Press, for the Carnegie Endowment for International Peace. 1932. 
Pp. xv, 219. $3.25.) 

A detailed and statistical analysis. 
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Koo, V. K. W. Memoranda presented to the Lytton Commission. Vols. I and 
II. (New York: Chinese Cultural Soc. 1932. Pp. 464; 940. $3.) 

Lawton, L. An economic history of Soviet Russia. Vols. I and II. (London: 
Macmillan. 1932. Pp. ix, 308; viii, 309-629. $6.50.) 

Lenin, V. I. Toward the seizure of power: the revolution of 1917, from the 
July days to the October revolution. Translated by M. J. Oren. Books I 
and II. (New York: International Pubs. 1932. Pp. 304; 350. $3.50, each 
book. 

P seer B. D. Athenian financial documents of the fifth century. Humanis- 
tic ser., vol. 27. (Ann Arbor: Univ. of Michigan Press. 1932. Pp. 206. 
$3.50. 

ose D. La crise et ’ Europe économique. I. Les faits. Il. Echanges, 
production et banques. (Paris: Felix Alcan. 1932. Pp. iv, 183; 167.) 

Ozotensky-Ossinsky, V. V., and others. Social economic planning in the 
Union of Soviet Socialist Republics. Report of delegation from the 
U.S.S.R. to the World Social Economic Congress, Amsterdam, August 
23-29, 19381. (The Hague and New York: Internat. Industrial Relations 
Assoc. 1931. Pp. 168.) 


The World Social Economic Congress, which met at Amsterdam in 
August, 1931, spent a week discussing the topic of social economic plan- 
ning as “a method of attaining balance between production and consump- 
tion by a rational integration of all branches of economic life.” The start- 
ing point of the discussions was, of course, the present situation. Then 
followed a record of experience in planning in two directions—in the 
scheme of scientific management in the United States, and on a national 
scale in the U.S.S.R. The experience of the Soviets was ably presented 
by a delegation of representatives of their planning institutions. 

The Soviet report, which constitutes only a part of the proceedings of 
this conference, is significant in a number of aspects. In the first place, 
the Soviets hold that economic planning is impossible under capitalism. It 
“can arise, develop, and be carried out only in a socialist scheme of things” 
(p. 26). In the second place, the Soviet Union (so they claim) has not yet 
completed the transition to the socialist economy, the present phase being 
merely the “entry” into the period of socialism. In the third place, the 
Soviets assert that economic planning is “an essential prerequisite for 
the existence of socialist economy, just as anarchy of production and 
competition are the essential forms of existence for capitalist economy” 
(p. 27). Under socialism the “anarchy” of economic life disappears and 
its place is taken by a conscious determination of all the productive proc- 
esses—the plan. Spelled big, this plan becomes the Five-Year Plan, the 
first of which is nearing completion while the second is being worked out. 
In the next place, the technique of planning employs as the fundamental 
method of achieving the desired ends the method of “balancing” or co- 
ordination in production, distribution and exchange. Finally, the Soviets 
stress the part the workers play in planning. “The workers are conscious 
that they toil only for themselves and that they are not only producers but 
also organizers of production” (p. 127). 

The report has two patent defects. First, the delegates admit the Soviet 
Union has met “resistance, difficulties, and hindrances” (p. 105). They 
might have performed a useful service by laying greater emphasis upon 
the mistakes and defects in planning experienced by the Soviet govern- 
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ment. Second, the Soviet spokesmen appear to be a bit over-zealous jp 
their claims. One or two citations will suffice. “It cannot be denied that 
in capitalist countries the growth in labor productivity in recent years has 
been due primarily to the lengthening of the working day and the more 
intensive utilization of the workers’ muscular power, while the increase 
in mechanical energy has lagged behind the growth in labor productivity” 
(p. 147). “It is not necessary to be very far-sighted in order to predict 
which of the two forms of competition will in the near future determine 
the direction and development of world economy” (p. 156). 

The Amsterdam Congress was perhaps the first occasion when the 
Soviets came out of Moscow to give the western world their own account 
of the actual methods of planning which they employ. The report gives a 
clearer understanding of the Soviet system in its relation to the problem of 
maintaining economic equilibrium as a task for national action and for 
international codperation. 


J. S. Rosinson 


Ricuarps, G. R. B., editor. Florentine merchants in the age of the Medici. Let- 
ters and documents from the Selfridge Collection of Medici Manuscripts, 
(Cambridge: Harvard Univ. Press. 19382. Pp. x, 342. $4.50.) 

Riept, R. Die Industrie Osterreichs waihrend des Krieges. (Vienna: Holder- 
Pichler-Tempsky. New Haven: Yale Univ. Press. 1932. Pp. xxiii, 374, 
RM. 12.50.) 

Rosinson, G. T. Rural Russia under the old régime: a history of the land- 
lord-peasant world and a prologue to the peasant revolution of 1917. 
(New York: Longmans Green. 1932. Pp. x, 342. $4.) 

Saxousk1, A. M. The great American land bubble: the amazing story of 
land-grabbing, speculations and booms from Colonial days to the present 
time. (New York: Harper. 1932. Pp. xii, 373. $3.50.) 

Smiru, H. A., editor. Great Britain and the law of nations: a selection of 
documents illustrating the views of the government in the United King- 
dom upon matters of international law. Vol. I. States. (London: P. S. 
King. 1932. Pp. xvi, 416. 16s.) 

Spencer, H. R. Government and politics of Italy. (New York: World 
Book Co. 1932. Pp. xii, 307. $1.60. 

One of the issues of Government Handbooks. Contains chapters on the 
Socialist party and the origins and development of Fascism. 

SruckEN, R. Die Konjunkturen im Wirtschaftsleben. (Jena: Fischer. 1932. 
Pp. xii, 180. RM. 9.) 

Tawney, R. H. nant and labour in China. (New York: Harcourt Brace. 
1932. Pp. 207. $2.50.) 

Vance, R. B. ee geography of the South: a study in regional resources 
and human adequacy. (Chapel Hill: Univ. of North Carolina Press. 1932. 
Pp. xiv, 596. $4.) 

Vireres, H. and Toran, K., editors. Palestine: a decade of development. 
(Philadelphia: American Acad. of Pol. and Soc. Science. 1932. Pp. vii, 
283. $2.50.) 

Wattace, W. K. Our obsolete Constitution. (New York: John Day. 1932. 
Pp. 226. $2.) 

WueeE.er-Bennett, J. W. and Heatp, S., editors. Documents on interna- 
tional affairs, 1931. (New York: Oxford Univ. Press. 1932. Pp. xi, 241. 


$4.) 
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Documents relate to the Austro-German customs union, disarmament, 
security and arbitration. 


Abstracts in history, from dissertations for the degree of doctor of philosophy 


as accepted by the Graduate College of the State University of Iowa, 1922- 
1930. Stud. in the soe. sci., vol. x, no. 2. (Iowa City: Univ. of Iowa. 1932. 
Pp. 170.) 

Among the abstracts are “Credit relations between Colonial and Eng- 
lish merchants in the eighteenth century,” by Arthur S. Williamson; “The 
settlement and economic development of the Territory of Dakota,” by 
Harold E. Briggs; and “The public career of William Boyd Allison,” 
by Vernon Cooper. 

Economic news: bulletin issued by the Queensland Bureau of Economics and 
Statistics. (Brisbane: H. M. Stationery Office. 1932. Pp. vi, 178.) 

Recent social trends in the United States: report of the President’s Research 
Committee on Social Trends. Vol. I and II. (New York: McGraw-Hill. 
1933. Pp. xev, 750; vi, 751-1568. $10.) 

Memorandum no. 7. (Birmingham, England: Birmingham Bureau of Re- 
search on Russian Economic Conditions. 1932. Pp. 24.) 

A discussion of foreign trade, monetary conditions, indices of wholesale 
prices and the budget of Russia. 

Yugoslavia. Bull. no. 60 (spec. bull. on Securities in default). (New York: 
Inst. of Internat. Finance. 1933. Pp. 16.) 


Agriculture, Mining, Forestry, and Fisheries 


NEW BOOKS 


Bowker, H. Some fundamental aspects of farm relief. Address delivered at 
a meeting of farmers, merchants and bankers, Riverhead, Long Island, 
December 22, 1932. (New York: American Agric. Chem. Co. 1932. Pp. 
13.) 

Gee, W. The social economics of agriculture. (New York: Macmillan. 1932. 
Pp. x, 696. $3.60.) 

GuinneLL, H, C. An economic study of the organization, finance and opera- 
tions of farmers’ business codperatives in Vermont. Bull. 346. (Burlington: 
Vermont Agric. Exp. Station. 1932. Pp. 103.) 

Jackson, C, F. and Knaset, J. B. Gold mining and milling in the United 
States and Canada: current practices and costs. U. S. Bur. of Mines bull. 
363. (Washington: Supt. Docs. 1932. Pp. viii, 151. 15c.) 

Livery, C. E. The growth cycle of the farm family. Mimeog. bull. no. 51. 

Columbus: Ohio Agric. Exp. Station. 1932. Pp. 22.) 

——-. Growth and decline of farm trade centers in Minnesota, 1905- 
1930. Bull, 287. (St. Paul: Univ. of Minnesota Agric. Exp. Station. 1932. 
Pp. 48.) 

Manny, T. B. What Ohio farmers think of farmer-owned business organiza- 
tions in that state. U. S. Dept. of Agric. circ. no. 240. (Washington: Supt. 

Docs. 1932. Pp. 23. 5c.) 

vse, M. The standard of living on specific owner-operated Vermont farms. 

_Bull. 340. (Burlington: Vermont Agric. Exp. Station. 1932. Pp. 54.) 

Ner, J. U. The rise of the British coal industry. Vols. I and II. (London: 

Routledge. 19382. Pp. xiv, 448; vii, 490. 42s. the set.) 

Norton, L. J. and Asusy, R. C. Price differences between four hog markets 
used by Illinois stockmen: Chicago, East St. Louis, Indianapolis, and 
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Cincinnati. Bull. 380. (Urbana: Uniy. of Illinois Agric. Exp. Station, 
1932. Pp. 123-154.) 

Norton, L. J. and Scranton, L. L. The marketing of farm products: princi- 
ples and problems for students of vocational agriculture. Rev. ed. (Dan- 
ville, Ill.: Interstate Pr. Co. 1932. Pp. 384. $1.75.) 

Rovusn, G. A., editor. The mineral industry: its statistics, technology and 
trade during 1931. Vol. 40, supplementing vols. 1-89. (New York: Mc 
Graw-Hill. 1932. Pp. xvii, 732.) 

TimosnENnko, V. P. Agricultural Russia and the wheat problem. Grain econ, 
ser., no. 1. (Stanford Univ., Calif.: Food Research Inst. 1932. Pp. xi, 571. 
$4.) 

Because of the overwhelming predominance of the bread grains (wheat 
and rye) in Russian agriculture and of bread in the diet of the bulk of its 
people, wheat has always constituted an important element in the domes- 
tic economy of that country. During the decade prior to the war, Russia 
was, moreover, the leading exporter of wheat in the world. From the out- 
break of the World War to 1930, however, Russian wheat was of small 
importance in the world market. The unfavorable effect of Russian wheat 
exports upon the depressed wheat markets of 1930-31 and 1931-32 has 
once more attracted attention to that country’s potentialities in crop pro- 
duction. 

While the population within the present boundaries of the U.S.S.R. 
has increased by 20 per cent, the area in bread grains has merely attained 
to the pre-war level. In the absence of a marked increase in yield per 
acre, the area in wheat and rye would need to be expanded about 20 per 
cent within the next few years to produce a wheat surplus comparable to 
that of the pre-war years. Mainly because of difficulties attendant upon 
a period of transition in the organization of agriculture and the lack 
of draft power, Dr. Timoshenko considers such an expansion highly im- 
probable. The Soviets, in fact, look primarily to increase of yield for 
further increase of output.* The author thinks their expectation of a 35 
per cent increase in yield in 5 years to be quite utopian. All that can be 
reasonably expected, in his opinion, is an annual increase of 2 per cent. 
That would merely take care of the annual increase of about 2 per cent 
in population. Consequently there can be no reasonable expectation of 
significant exports of wheat from Russia in the near future except in 
years of exceptionally high yields. 

Assuming, over a longer period, the development of transportation fa- 
cilities and the availability of adequate draft power, an expansion in grain 
area would be feasible in parts of Asiatic Russia. This would be offset 
by the undeniable tendency toward diversification in European Russia. 
The scanty and uncertain rainfall in the potential wheat areas of Asiatic 
Russia would, moreover, militate against increase in the average yield 
per acre. That, taken together with increasing population, would, in Dr. 
Timoshenko’s opinion, rule out Russia as an exporter of wheat in the long 
Leo Roain 

Warren, S. W. An economic study of agriculture in northern Livingston 
County, New York. Bull. 539. (Ithaca: Cornell Univ. Agric. Exp. Station. 
1932. Pp. 244.) 
1See Economic Review of the Soviet Union, Nov. 15, 1932, p. 893. 
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Wurseck, R. H. and Tuomas, O. J. The geographic factor: its réle in 
life and civilization. (New York: Century. 1932. Pp. xv, 422. $2.25.) 

Wheat studies. Vol. IX, No. 1. Price spreads and restraint of United States 
wheat exports. No. 2. The voluntary domestic allotment plan for wheat. 
No. 8. The world wheat situation, 1931-32: a review of the crop year. No. 
4. Survey of the wheat situation, August to November, 1932. (Stanford 
Univ., Calif.: Food Research Institute. 1932 and 1933. Pp. 22; 23-62; 
63-186; 137-166. $1; $1; $1; 50c.) 


Manufacturing Industries 


Problems of the Cotton Manufacturer in South Carolina. By WiLu1amM 
P. Jacoss. (Clinton, So. Carolina: Jacobs & Co. 1932. Pp. xviii, 
193. $5.00.) 

From the title, one would expect a discussion of such problems as the 
regulation of production, stabilization of employment, adjustment to 
technological change, the reconciliation of the conflicting interests of 
the mills, converters, finishers, and jobbers, the conformity of cloth 
prices to the cost of raw cotton, and the procuring of adequate financial 
accommodations for the mills. But of these things little or nothing is 
said. 

The major objectives seem to be: to eulogize the cotton mill execu- 
tives; to demonstrate the idyllic perfection of mill village life; to prove 
adequacy of wages in South Carolina; to show the unfairness of the 
burden of taxation which the mills have to bear. 

No fault of any kind is found with the South Carolina mill executives. 
They have striven for adequate wages, encouraged the passage of whole- 
some legislation, provided hospitals, churches, schools, and playgrounds 
for their employees, and apparently have operated the mills with the 
highest degree of competency and with very modest profits. 

No individual who has lived in or visited with sufficient frequency the 
average cotton mill village of South Carolina, could ever be brought to believe 
that one who is so indispensable, so philanthropic, and so actuated by humani- 


tarian ideals as is the cotton manufacturer of South Carolina, could ever be 


accused of doing anything that would injure the interest of his operatives 
(p. 168). 


The author is delighted with mill village conditions. 


If you need to regain your confidence in humanity, it would be difficult 


to adopt a better remedy than a trip through the average cotton mill village 
of South Carolina (p. 169). 


And, later on, he declares emphatically that “the frequently men- 
tioned dingy, dirty, unattractive village has long since given way to the 
beautiful community, with Y.M.C.A. buildings, churches, gymnasiums, 
parks, playgrounds, swimming pools, athletic fields, theatres, hospitals, 
schools, golf courses, libraries, etc.” (p. 172). 

From 21 mills pay-roll data covering 15,997 workers, some of them 
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part-time, revealed ay weekly earnings of $12.58 as of September, 
1929. With the on of part-time workers the average would be 
$15.96. The author points with pride to these figures and states una- 
bashedly that the reci its of such wages are sitting “on top of the 
world.” He proves this by comparison with other low-paid occupations 
in the southern area and by resort to a “typical” family budget pre- 
pared by an “expert of one mill.” This budget shows that a family of 
five can live comfort in a South Carolina mill village on $264 per 
year, spending 40 cents a week for vegetables, 90 cents a week for fresh 
meat and $1 a wee! 

Much is made of +t \nglo-Saxon origins of the workers, their high 
character and lofty ideals, their good fortune in not having about them 
people whose names end with “itskis,” “bergers,” “offs,” and “olis.” 

The author congratulates his state on being well equipped with leg- 
islative measures fo1 yrotection of the workers and the public. He 
thinks, however, they have gone just a bit too far in restricting hours 
to 55 weekly, and hopes they will be very cautious about accepting a 
workmen’s compensation act, since laws such as these are the products 
of shrewd and self-se politicians. 

The book contains information of real value on cotton mill taxa- 
tion. Southern and New England tax rates are compared on a per 
spindle basis; and tl s a very illuminating portrayal of the distri- 
bution of tax payments among the various subdivisions of the state. 

The volume is without bibliography or index and reveals no acquain- 
tanceship with other treatises on the textile industry. 

r 
University of No 
NEW BOOKS 
Bauperston, C, C., and rs. The Philadelphia upholstery weaving indus- 
try: a case study of a lining industry in an old manufacturing center. 

(Philadelphia: Un f Pennsylvania Press. 1932. Pp. 281. $2.50.) 
Hopkins, G. R. Petrol ery statistics, 1930. U. S. Bur. of Mines bull. 

367. (Washington: Supt. Docs. 1932. Pp. 104. 15c.) 

Ryan, P. Annual statist f the manufactured gas industry in the United 

States. Stat. bull. no. 1 w York: American Gas Assoc. 1932. Pp. 19.) 
American Iron and St stitute: annual statistical report for 1931. (New 

York: American [1 Steel Inst. 1932. Pp. vi, 120.) 


Transportation and Communication 
The Street Railway i fassachusetts: The Rise and Decline of an 
Industry. By Epwarp S. Mason. (Cambridge: Harvard Univ. 
Press. 1932. Pp. xvii, 222. $3.00.) 
This book, one of the Harvard Economic Studies, describes the rise 
and decline of an ind he street railway industry. It deals par- 
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ticularly with Massachusetts, but the author states that the experience 
of Massachusetts with street railways is essentially that of the rest of 
the country. 

The book contains nine chapters, with the following titles (abbre- 
viated): stages of street railway development, financing, consolidation, 
costs (two chapters), revenues, regulation, public ownership and pub- 
lic management, and present position of urban transportation. 

The story told in these chapters may be briefly summarized. The 
first electric railway in Massachusetts was a line in Lynn, placed in 
operation in 1887. Electric railways made rapid progress thereafter ; 
in fact, by 1903 the state was hopelessly overbuilt. For this situation 
the street railway promoter was largely responsible. The future of the 
industry had seemed very promising, and the sale of securities was 
“absurdly easy.” Accordingly the promoters had converted the horse 
lines into electric lines, and had built new electric lines through the more 
sparsely settled areas of the state, and, except in rare cases, unloaded 
the enterprise on the eager investors. In due course it became clear that 
the growth of traffic was to be less than had been anticipated, and the 
cost of maintaining and replacing the properties greater. Under these 
conditions some companies went into receivership, and others avoided it 
by entering one of the numerous consolidations that were formed be- 
tween 1900 and 1910. These consolidations were formed in the belief 
that many economies would be realized; and the movement received the 
support of the Railroad Commission, as consolidation usually meant an 
extension of service per unit fare. Unfortunately, however, the econo- 
mies of consolidation were not realized to the extent that had been 
expected (or claimed), and as a result the position of the consolidations 
(usually city companies) was greatly weakened. Many of them were 
compelled to reduce or pass their dividends. This, indeed, would have 
been the proper policy for most of the street railway companies; all 
available earnings should have been employed for the maintenance and 
improvement of the properties. But such a dividend policy would have 
damaged the credit of the companies, and pricked the bubble. Accord- 
ingly dividends were maintained, when possible, and the plant allowed 
to run down. The general rule in Massachusetts, according to the chair- 
man of the Public Service Commission, was to pay operating expenses 
first, fixed charges next, then dividends, and, last of all, if anything 
was left over, to provide for depreciation. 

The street railway industry was thus in no condition to contend with 
the serious problem with which it was confronted after 1910. The first 
difficulty was the rise in the prices of commodities and the wages of 
labor. This difficulty was experienced even before 1910, but it became 
increasingly acute during the war and post-war period. The companies 
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were reluctant to seek relief through rate increases, partly because the 
five cent fare was popular and thoroughly established, and partly be. 
cause a request for higher fares would have involved a disclosure of the 
fact that dividends had been maintained at the expense of adequate 
maintenance. And when costs had risen to such a height as to over- 
come the reluctance of the companies, they found the public authorities 
unwilling to afford substantial relief. It was only after the two most 
important systems in the state, the Boston Elevated and the Bay State, 
had been placed under the control of public trustees through special 
acts of the General Court that drastic action to raise street railway 
fares was taken. But the action came too late to save the street rail- 
way industry, especially since it was confronted with a new, and in 
many ways superior, transportation agency. This was the motor bus, 
preceded by a few years by the irresponsible jitney. The municipal and 
state authorities were dilatory in bringing the jitney and the motor bus 
under public control. This delay on their part, however, merely has- 
tened the decline of the street railway industry; for the street railway 
was apparently doomed in any event, except in the larger cities. Its 
eventual doom was due to the fact that the motor bus had shown itself 
to be the more efficient common carrier over routes yielding a relatively 
low density of traffic, its superior efficiency being the result of its ability 
to adjust the investment to the demand for service. 
The volume is an interesting, thoughtful and stimulating book. 
Jones 
Stanford University 
NEW BOOKS 


Duncan, C. S. Rail and road transport: at home and abroad. Address before 
the Atlantic States Shippers Advisory Board, Rochester, New York, Sept. 
29, 1932. (New York: Committee on Pub. Rel. of the Eastern Railroads, 
143 Liberty St. 1932. Pp. 29.) 

. Who pays for the highways? Reprinted from Railway Age, Aug. 
13, 1932. (New York: Committee on Pub. Rel. of the Eastern Railroads. 
1982. Pp. 7. Gratis. 

Duncan, J. S. Public and private operation of railways in Brazil. (New 
York: Columbia Univ. Press. 1932. Pp. 248. $3.75.) 

The author has done an excellent piece of research in gathering data re- 
lating to the history of Brazilian railway development, which hitherto has 
not been available to American students. The material however, is dis- 
cursive and not well organized. The sparseness of statistical records and 
the lack of standardization, as the writer may acknowledge, have led him 
to make “limping con ms” regarding the relative efficiency of public 
and privately owned railways. On the whole, Brazil is not well supplied 
with railroads, and the distribution of the transportation lines is unequal 
throughout most of its territory. This has given rise to wide disparities 
in traffic density, in operative revenues, and in net income. Hardly two 
railway systems are comparable. Moreover, the operating and financial poli- 
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cies of the different states with regard to their railroad properties vary 
greatly. Séo Paulo, the richest state, where traffic density is heavy, has 
been able to follow a liberal policy in relation to the physical character 
and operating methods of its railways. The heavy movement of coffee in 
certain areas of this state furnishes a traffic density which affords profits 
to most of the railroads; but in the outlying sections the traffic is not 
sufficient to encourage private capitalists to undertake either the construc- 
tion or the operating of the lines. Thus, the Sorocabana Railway system 
has not proved profitable, whereas the British owned Sao Paulo Railway— 
which has a monopoly of the movement of coffee designed for export in al- 
most every year from the Port of Santos—has shown a large net income. 
As the dividends of this company are limited by contract with the state 
to a maximum of 8 per cent annually on the investment, the operators 
have used accruing surpluses to improve the structure of roadbed and 
track. From an engineering standpoint, it has become one of the finest 
railways in the world. As a whole, however, privately owned railways 
in Brazil have fared badly. Considerable American capital, represented 
hy the securities of the Brazil Railway Company, a holding concern, has 
been lost in this field of investment. 
A. M. Saxotsx1 


Jounson, P. Five fallacies: a discussion of the issues which face the public 
in its use of the highways. Address delivered at annual meeting of the Na- 
tional Petroleum Assoc., Atlantic City Sept. 14, 1932. (New York: Na- 
tional Automobile Chamber of Commerce. 1932. Pp. 16.) 

Kio, H. C. Regulation of intercoastal commerce. Monog. no. 2. (Pitts- 


burgh: Univ. of Pittsburgh Bur. of Bus. Res. 1932. Pp. 87. $1.) 


Shipping lines engaged in intercoastal commerce seem unable to agree 
upon any profitable basis of rates. Their unrestricted competition results 
in low charges to the shipping public, but it also makes for discrimination 
and for sudden and violent fluctuations in rates. Out of this comes a de- 
mand for regulation, backed by the railroads, supported by some shipping 
companies and by the United States Shipping Board, and opposed by 
other steamship men and by various merchant associations and chambers 
of commerce. The present monograph deals with this controversy. It in- 
cludes a little history, with a list of recent conferences and the reasons for 
their dissolution, some discussion of the railroad position, and a summary of 
existing statutes entrusting regulatory authority to the Shipping Board and 
to the Interstate Commerce Commission. The last three chapters of the 
book outline plans for increasing the powers either of the Commission or of 
the Board, and state the arguments pro and con. 

The author’s conclusions with respect to intercoastal traffic are that the 
business must be regulated, first, to preserve the solvency of companies 
engaged in coast to coast commerce; and, second, to protect the railroads. 
As for the agency of regulation, he prefers the Interstate Commerce Com- 
mission, because this would bring both of the agencies engaged in carry- 
ing freight between the Atlantic and the Pacific under a single set of rules. 
The reviewer agrees with both of these positions, although it is evident 
that the immediate problem is to reduce the number of ships engaged in the 
intercoastal trade, and he is disposed to doubt whether either the Shipping 
Board or the Interstate Commerce Commission would require existing 
services to be withdrawn. Stuart Daccetr 
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Mansrie_p, H. C. The lake cargo rate controversy: a study in governmental 
adjustment of a sectional dispute. (New York: Columbia Univ. Press, 1939. 
Pp. 273. $4.25.) 

The long and dramatic controversy over lake cargo coal rates provides 
an excellent medium, effectively used by the author, for laying bare great 
issues, not only of rate culation, but of the whole relation of government 
to industry. The basic den pendence on coal, and on coal rates, of the teas 
producing it, the pre desirability of the off-season outlet through 
Lake Erie ports, and the chaos produced in the industry by over-expan- 
sion and labor difficulties, give the controversy its intensity. Since 1909 
it has proceeded with few let-ups, West Virginia and Kentucky cutting ever 
more deeply into the trade of Pennsylvania and Ohio. Eight years of liti- 
gation from 1923 yielded northern operators but a 10-cent increase in the 
meager (judged by distance) 25-cent differential fixed in 1917. Disagree- 
ment over the powers, and even the basic réle, of the Interstate Commerce 
Commission prevailed among its members, and raged in political circles, 
Issues were raised, but not settled; at most, the Commission may be said 
to have kept the peace. 

The author’s detailed account, covering the setting, development, and 
issues of this controversy, serves ideally as background for three topical 
analyses which constitute nearly half the book. The first of these is an 
effective discussion of the quality of personnel and the independence of 
the Commission, especi ay as threatened by such political intervention as 
the lake cargo cases produced. The second concerns the scope of the Com- 
mission’s authority to rectify discriminations: whether limited, as under 
the Ashland rule, to the responsible sphere of the individual carrier, or 


extensible to wider territorial relationships. Under the narrow construc- 
tion it had proved decidedly awkward to handle an issue of coal-rate dif- 
ferentials as one of the ‘‘reasonableness”’ of specific rates. Lastly the ques- 
tion is discussed of the relevancy, in rate cases, of industrial, as apart 
from purely transportation considerations—the issue associated with the 
Hoch-Smith Resolutio all the wide r economic consequences of its ac- 
tion be withheld from the Commission’s purview, except as they bear upon 


the carriers invol\ 
The author is not inclined to broad conclusions or sweeping criticisms. 


His critical comments seem usually well taken, though one might wish 
a fuller statement of the economic philosophy whence they spring. “Social 
justice” is indeed a baflling concept, and is not easily clarified in terms of 
needy industries, areas, or railroads, or the fairness of one’s share in the 


market. But the more understandable economic norm of so disposing re- 
sources as to yield t! .ximum ratio of product to cost seems peculiarly in 


need of emphasis in the transportation field, not as a solution in specific 
cases, but as a check upon the more immediate working rules according to 
which charges are imposed or capital allocated. The implication of this 
norm is not that transportation be provided at lowest cost (p. 258), but 
that production as a whole, including transportation, be made least costly. 
When the severity of this rule works present hardship upon a carrier, 
industry, or area, some tempering of its rigor may be desirable; but mitigs- 
tion of this sort, however rationalized, should be recognized for what it 


is, the temporary qualification of a properly dominant principle. 


Suorey Peterson 
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pace, A. W., and others. Modern communication. (Boston: Houghton Mif- 
fin. 1932. Pp. viii, 182. $2.75.) ; 

Contains 7 lectures by different speakers before the Lowell Institute 
course in Boston, in January, 1932. Among the subjects discussed are so- 
cial aspects of communication development, trans-oceanic radio-telephony, 
picture transmission and television. 

Ponsonsy, G. J. London’s passenger transport problem. (London: P. S. 
King. 1982. Pp. ix, 106. 8s. 6d.) 

While addressing himself to the immediate task of influencing opinion 
in favor of pending legislation for the fusion of London’s numerous trans- 
port facilities, the author has carefully grounded his argument in the basic 
economic considerations involved, and has thus produced an admirably 
articulated analysis of a transport problem by no means limited to London. 
Free enterprise is seen to result both in the under and over provision of 
facilities, as judged even by the limited criterion of remunerative invest- 
ment. Restriction of omnibus development serves merely to promote a 
stabilized condition, with little regard for the relative efficiency of agencies, 
and places the onus of competition, not on capital, but on those patrons 
toward whom the older agencies enjoy a monopoly position. To some ex- 
tent the inadequacy of facilities is due to lack of proper planning in road 
and street improvement; but it is through the security from competitive 
uncertainty promised by a consolidation of agencies that the gaps in the 
system can most effectively be remedied, and the cost of mistaken invest- 
ment borne with least difficulty. 

Suorey Peterson 


Wiuitrice, H. L. The future of railway transportation in the United States. 
Address delivered before Assoc. Traffic Clubs of America, Louisville, Ky., 
Oct. 19, 1982. (New York: Committee on Pub. Rel. of the Eastern Rail- 
roads. 1982. Pv. 15.) 

Committee of enquiry on the post office, 1932: report presented by the Post- 
master-General to Parliament by command of His Majesty, Aug., 19382. 
(London: H. M. Stationery Office. 1932. Pp. 42. 9d.) 

Operating revenues and operating expenses by class of service, Class I steam 
railways in the United States, year ended December 81, 1931. (Washing- 
ton: Interstate Commerce Commission. 1932. Pp. 52. 60c.) 


Trade, Commerce, and Commercial Crises 


NEW BOOKS 
Fisuzr, I. Booms and depressions: some first principles. (New York: Adel- 
phi. 1932. Pp. xxi, 258. $2.50.) 

As suggested in the preface, the scope of this volume is restricted to nine 
main points of discussion, not because they cover the whole subject of 
booms and depressions, but because, in Professor Fisher’s opinion, they 
include what seem “to be the outstanding influences in the present, as well 
as most if not all other major depressions.”” Moreover, this restriction al- 
lows the book to be shorter and better suited for the lay leader, and an at- 
tempt has been made to write in language such that “he who runs may 


read.” On the other hand, this book is presented as an original contribu- 
tion! 
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The book itself is divided into three parts, and is supplemented with Foret 
eight appendic s which cover 92 of the 258 pages. Part I is theoretica] 1: 
and presents the nine main factors and their significance in the develop. Trad 
ment of booms and depressions. These factors as introduced are; (} 19. 
over-indebtedness; (2) volume of currency; (8) the price level; (4) ne 10( 
worth; (5) profits; (6) production, trade, employment; (7) optimism 
and pessimism; (8) the velocity of circulation, and (9) rate of interest, 
In addition, the last three chapters in Part I are devoted to an explana- 
tion of: starters of depressions, the idea of the business cycle, and a re- 
view of other theories. Part II is factual and gives a running account of : 
the development of indebtedness, leading to the world depression, with a Beat 
general review of the principal events in the depression. Part III reviews 
the remedies that have been suggested under the chapter headings: “Pal- TI 
liatives vs. remedies’; ““Remedies”; and “The world movement for stable not : 
money. | 
In the reviewer's opinion, this book is of little use to the lay reader and _ 
of even smaller value to the technical investigator of business cycle phe- cept 
nomena. While booms and depressions are analyzed in terms of nine fac- wort 
tors, Professor Fisher has not deserted his previous contention that the voca 
“dance of the dollar” is the root of almost all the evil. After the intro- 1 
duction of each of the last five factors, the point is always made that the ae 
effectiveness of these factors in creating depressions would be forestalled 7 
if the drop in the price level were prevented. On page 89, Professor Fisher ofa 
says: “We see, then, that if the liquidation were prevented from bulging oper 
the purchasing power of the dollar . . . all the other depression conse- the } 
quences in our list (except as to money interest) would be forestalled, acti 
and the consistency between money interest and real interest would be Leki 
preserved. Practically the only evil would then be the disturbances in the 
debts themselves and in their money interest; and these would be rela- — 
tively tame affairs. Of a depression as we know it, there would be little hess 
left.” nece 
The problem of controlling both the cyclical and secular movements of hum 
the price level is viewed by Professor Fisher in a very optimistic man- — 
ner, and the results he believes attainable by such control seem to the pres- : 
ent reviewer to be unwarranted. The question as to whether individual but 
prices find a more rapid adjustment within a shifting price level or a fixed (Pp. 
one is not considered by Professor Fisher. Although recognizing the need obsc 
for international codperation, he makes little attempt to weigh the diff- cont 
culties which must be overcome if price level control is to be realized. ane 
Raymonp T. Bowman Pro 
Futon, J. A. W-W-W—which will win? Trade balance or creditor balancef U 
2nd ed. (McKeesport, Pa.: Author, 1415 Evans St. 1982. Pp. 63.) tent 
Gapvait, D. R. Imperial preference for India: the Ottawa agreement et List 
amined. (Poona: Gokhale Inst. of Pol. and Econ. 1982. Pp. iv, 66. Re. 1.) ee 
Guesincer, E. Le bois en Europe: origines et étude de la crise actuelle. acti 
(Paris: Recueil Sirey. 1932. Pp. xxxix, 734. 80 fr.) how 
Macrosty, H. W. The overseas trade of the United Kingdom, 1924-31. evid 
Printed in advance of the Jour. of the Royal Stat. Soc., vol. xcev, part 8, inve 
1982. (London: Royal Stat. Soc. 1982. Pp. 39.) A 


Vax, C. N. and Munsut, M. C. The Ottawa trade agreement between In- 


dia and Great Britain. (Bombay: Univ. of Bombay. 1982. Pp. 39. 1s.) _— 


| 


1933] Accounting, Business Methods, Investments, Exchanges 129 


Foreign commerce and navigation of the United States for the calendar year 
1931. (Washington: Supt. Docs. 1932. Pp. 798. $2.25.) 

Trade and shipping in the Dominion of New Zealand: statistical report, 
1931. Part Il. (Wellington: Census and Statistics Office. 1932. Pp. xvi, 
100. 2s. 6d.) 


Accounting, Business Methods, Investments and the 
Exchanges 


Readings in Economic Planning. By J. Gzorcre Frepvericx. (New York: 
Business Bourse. 1932. Pp. xiv, 359. $3.50.) 


The title of this book, in the reviewer’s opinion, is a misnomer. It is 
not a book of readings on economic planning; for the only excerpts it 
contains are incidental quotations from various writers. The sole ex- 
ception to this is the inclusion, verbatim, of the Swope plan. In other 


fac. Me words the book is an argument for economic planning along the lines ad- 
the vocated by Mr. Gerard Swope. 

tro- The author’s thesis is: ““Man’s individual selfishness is too prone to be 
the narrow-scale planning; the element needed is the broad-scale planning 
= of a larger group, joined neatly to individual selfishness, in an act of co- 
ring operation” (p. 126). This broad-scale planning, of course, should be in 


the hands of private business for “regulation and supervision are enough 
activity on the part of government—if the science of government regu- 


oe lation is developed hand in hand with the new science of industrial co- 
le. operation as envisaged in the Swope plan, or some other plan of busi- 
ittle ness self-government” (p. 348). The author seems to believe that the 
necessity for economic planning arises from the perversity of most 
3 of human beings, since “if all business men were Owen Youngs, Julius 
4 Rosenwalds, Daniel Willards or Gerard Swopes we might need nothing 
dual but individualism, because it would be a fully socialized individualism” 
heed (p. 82). This point of view misses the heart of the problem because it 
need obscures completely the fact that the crux of the difficulty of economic 
dith- control arises from the dynamic factors in society plus the fact that all 
: economic activity is for the future which, at best, is extremely uncertain. 
: Problems in human society are not entirely the result of mere perversity. 
ncef Unfortunately, the book contains no discussion designed to give con- 
tent to the term economic planning. The author endeavors to follow the 
“i historical approach by sketching man’s attempts to control his economic 
‘lle. activity from earliest times. He has no grasp of the historical method, 
however, neither in the assembling of material nor in the presentation of 
,-81. evidence. Furthermore, the history presented is full of anachronisms, 
rt 8, inversions and distortions. 
i Any attempt to present in one volume all of the points of view on 


economic control is a laudable and most difficult task. This the author 
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has essayed to do. He has divided the field into three main groups: the 


extreme left comprises communists; the extreme right fascists; the cen- 
ter consists of two groups, one favoring centralized enforced planning, 
the other, decent: | planning. This categorical division does no} 
seem to be logical at all; for the cross currents of philosophy and or- 
ganization of control are such as to create some strange bed-fellows, 

The result of this approach is to leave the reader bewildered as to 
the proposals on how to direct economic activity. Furthermore, the 
author has made no attempt to analyze the economic problems involved 
in any sort of planning. No intimation is given of an awareness of the 
complexities presented by schemes designed to coérdinate production 
and consumption. There is no discussion of the problems of price under 
economic planning; no evidence of a grasp of the enigma of marginal 
producers; and little indication of an understanding of the factors which 
cause business fluctuations. Finally, in discussing plans suggested for 
the United States, the author makes no mention whatsoever of the vari- 
ous constitutional problems involved: federal powers, states’ rights, the 
Fifth and Fourteenth Amendments. 


Duptey F. Pecruu 
University of California 


What Makes Stock Market Prices? By Warren F. HicKEerne tt. (New 
York: Harper. 1932. Pp. xi, 199. $3.00.) 


The author’s answer to his title is “manipulative pools” and “fun- 
damental economic | s.’ Opening with a description of pool opera- 
tions, the reader is soon introduced to an attempt to provide the in- 
vestor and specul h vexed distinction is not here drawn) with 
a technique whereby type and stage of pool operations may be ree- 
ognized from the p movements (Chapters 1-4). Several charts ar 
presented for parti r stocks to show “pool cycle axes,” “resistance 
points,” “top and bottom formations,” and “congestion areas.” While 
the author’s advice and conclusions are reasonably moderate and gen- 
eral as regards t levices, it is hard to believe that they are any 
more reliable than many similar “patternizations.” The tape-reader 
must doubtless fe Ly in such manner as Dr. Hickernell prescribes, 
with the qualificatio1 (p. 16) “the successful use of averages, or 
resistance points, will always depend only partly upon the arithmetic 
involved and always largely upon intuition based upon the investor's 
experience in observing price movements in relation to trade and financial 
conditions” (reviewer’s italics). Hoary dilemma: when to measure and 
when to think! 

Chapter 5 sets forth interestingly and revealingly the trials of thé 


pool manager (the reader may deduce the trials of the public): “Is 1! 
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possible that some of the directors will be treacherous enough to sell on 
the pool?” “Will the officers of the company agree to publish favorable 
satements regarding the company’s business?” “It is essential that 
favorable propaganda shall be given the public at the right time.” A flat 
sum of money must be paid to a “wire-plugger” as well as to the 
“chisler’ for arranging with financial editors to comment favorably 
upon the stock; the “foghorn” must be “carried.” Good relations must 
be kept with the “specialist” in order that the manager may know 
how the “book” stands. If floor traders try to ride the rise during 
the accumulation they must be frightened off by breaking the stock 
several points. At the top heavy volume must be displayed, to attract 
the public and permit unloading. 

In Chapter 6 an orthodox but clear description of short selling is 
presented, with additional information as to its use by the pools when 
listribution has been completed and the price is declining. The benefits 
of short selling are paragraphed from President Whitney’s widely cir- 
culated speech. 

Chapters 7 through 12 contain some extremely interesting “case 
studies” of large and small pools, the author discreetly but pointedly 
giving the reader the benefit of his observations and association with 
operators of the pre- and post new-era days. 

In Chapters 13-15 the author is upon less firm ground. One must 
agree that “a manipulator who takes a large position in a stock must 
correctly anticipate fundamentals.” But the statement that “the chief 
fundamentals are bank credit, gold reserves, crops, politics, supply of 
building space and merchandise inventories” (p. 142) leads to a rather 
inconclusive treatment of the business cycle and the 1929 crisis. “Bank 
loans vary with the supply of gold,” the Federal Reserve Board should 
have raised the rate in 1928 to prevent “the tragedy of overborrowing,” 
“the evidence seems to indicate that after rendering the country a definite 
service during the World War by its unified control of the twelve Fed- 
eral Reserve Banks, the Federal Reserve Board might well have dis- 
banded in 1922 (p. 154); “if there had been ten or twenty large banks 
in cach Federal Reserve district having a national total of 20,000 
branches, all under a single, efficient system of bank examination, de- 
positors would never have questioned the safety of their deposits and 
the bank failures and the money hoarding panic which prolonged the 
depression would not have developed” (p. 191). 

Dr. Hickernell’s contribution lies, then, in the mid-portion of his 
book. Here is further evidence that citation of the Stock Exchange as 
a near-perfect market cannot longer be made for sophomores. Here 
too is additional material for the weary investor and his counsellor 
‘o ponder. What shall be done when in funds? Ignore the pool price 
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pattern? Buy only for yield? Or is it true that “actually, the purchase 
of an investment stock which pays a $6 dividend and declines $15 per 
share is no investment at all. The net result is not a real yield of ¢ 
per cent but a net loss of $9 per share” (p. 7). The impossibility of 
this interpretation is more apparent as the fact of security price 
manipulation is 1 mized. If values are subject to forces apart and 
distinct from the yield percentages (and what else can be said of the 
price of a stock at the peak of pool accumulation?) then the investor 
had better content himself with and fasten hard upon but two criteria: 
(1) what yield, risk of the industry and interest rates considered, shal] 
I ask for my savings; and (2) will average earnings (if equities) 
divided by that yield permit my purchase of the considered issues jn 
the present market? In “average earnings” lies the whole field of invest- 
ment analysis, and it needs no befuddling with the “ripples, waves, and 
tides” of security price manipulation. 


W. Bayarp Taytor 
University of Wi 


NEW BOOKS 

AppinsetL, H. M. The present and future development of public utility 
finance. Address made before the forum in investment banking held at the 
New York Stock Exchange, Dec. 15, 1982. (New York: Chase Harris 
Forbes Corp. 1932. Pp. 26 

Attscuuter, H. Intermediate accounting. Rev. ed. (New York: Ronald. 
1932. Pp. xi, 335. $3. 85c. for binder.) 

3arBEAU, E. A. The mortgage bond racket: an exposé of a ten billion dollar 
betrayal of publ . (Philadelphia: Roland Swain. 1932. Pp. 92. 
71.25.) 

Bartuo.tomew, H. Urban land uses, amounts of land used and needed for 
various purposes il American cities: an aid to scientific zoning prac- 
tice. (Cambridge: H rd Univ. Press. 1932. Pp. xvi, 174.) 

Bonnevit_e, J. H. and Dewey, L. E. Organizing and financing business. 
Based upon El business finance, by J. H. Bonnevitte. (New 
York: Prentice-H 1932. Pp. 468. $5.) 

Camman, E. A. Ba 1 costs: control accounting for manufacturing 
industries. (New Yor! merican Inst. Pub. Co. 1932. Pp. xv, 232.) 
Corrin, J. E. Coffin’s interest tables at one-half, one, two, three, three-and- 
one-half, four, four ne-half, five, six, seven, eight and ten per cent 
per annum, show terest on any amount from $1.00 to $10,000 and 
liberty bond calcu four-and-one-quarter and four-and-three-quar 
ters per cent, al: q a perennial time-table, tables of values of 
foreign money, | laws of all the states, rates of postage, bus 
ness forms and busi s in daily use. (Philadelphia: Winston. 1932. 

Pp. 140.) 

Cotes, J. V. Stan of consumers’ goods: an aid to consumer-buy- 
ing. (New York: Ror 1. 1932. Pp. x, 323. $3.) 

Part I points out need for standardization due to the present un 
satisfactory positior e buyer; Part II explains the nature of stand- 
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ards; Part III traces the development of standards, their use, and agen- 
cies for putting them in operation; Part IV considers the application of 
standards to specific goods, as food products, textiles, clothing. There is a 
bibliography of 12 pages. 

Cover, J. H. Neighborhood distribution and consumption of meat in Pitts- 
burgh, as related to other social and economic factors. (Chicago: Univ. of 
Chicago Press. 1932. Pp. 228.) 

Cronaven, C. J., compiler. The business man’s library and the value of busi- 
ness reading: a select list of reading references for the business man and 
the young man contemplating a business career. (Babson Park, Mass.: 
Babson Inst. 1982. Pp. 81. $1.) 

Dennison, H. S. Ethics and modern business. (Boston: Houghton Mifflin. 
1932. Pp. 68. $1.) 
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Lyon, L. S. Advertising allowances: a phase of the price-making process. 

(Washington: Brookings Inst. 1932. Pp. xx, 125. $1.) 

Advertising allowances consist of payments made by manufacturers (and 
some wholesalers) to distributors for various types of local and point of 
purchase sales promotion. Allowances are sometimes granted for such in- 
definite purposes that they tend to be treated by recipients as reductions in 
price. Advertising allowances have, therefore, been a very bitter phase of 
modern competition. Mr. Lyon of the Brookings Institution, at the sug- 

restion of the Grocery Trade Practice Conference, undertook a survey of 
his business practice, 
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survey yielded interesting facts. It was found, for ex- 
ent of the grocery manufacturers granted advertising 
umong manufacturers generally, only 27 per cent re- 
tice. Likewise, it was learned that, in the grocery 
und yoluntary chains received advertising allow- 
as many manufacturers as did either whole 
iers. 4 
are (1) that, when “advertising allowances are 
practical, specified, and auditable services, good 
economics’ both approve their use, (2) that there 
ification for calling a price concession an “adyer- 
that “there is no more serious aspect of advertis- 
fact that they are often secret” and frequently 


ers. 

it has organized already published material upon 

; admirable. The important contributions have 
lily accessible. Nevertheless, it would seem that 
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ness of Minneapolis, St. Paul and Duluth are minutely discussed by 
Professor Vaile. Taking the theory of competition and the results which 
ought to flow from it, a brief but complete structure has been completed 
by which to test the actual outcome of grocery-store competition in the 
three cities. Comprehensive statistics covering the chosen market areas 
have been collected and organized for the comparison of fact and theory. 

Competitive theory, for example, states that inefficient grocers will be 
eliminated. Professor Vaile finds this to be generally true, although, con- 
trary to the theory, an almost equal number of new, inefficient operators 
annually enter the business. 

In making these comparisons, statistics concerning the number of retail 
erocery stores in the three cities, per capita sales, store mortality, age of 
existing stores, store credit ratings, distance between stores, experience of 
store proprietors, and the like, are presented in 33 tables. 

A brief analysis of chain-store development is also given. Professor 
Vaile finds that the annual earnings of the five largest grocery chains on 
both net tangible assets (since 1925) and common equity (since 1921) are 
dropping. No danger of monopoly is therefore present, and these chains 
have probably reached a size beyond which further expansion will not be 
profitable. 

Prices in chain grocery stores were, in general, found to be 10 per cent 
lower than in independents, the difference still being six per cent when 
allowance was made for variations in service and the independent belonged 
to a good voluntary chain. 

This booklet is the first of the studies in economics and business to be 
published by the University of Minnesota. 

Avsert Harine 


, R. S. and Norpstrom, A. L. Public merchandise warehousing in the 
twin cities. Stud, in econ. and bus. no. 3. (Minneapolis: Univ. of Minnesota 
Press. 1982. Pp. 57. 50c.) 

Varerman, M. H. Financial policies of public utility holding companies. 

Pp. Mich. bus, stud., vol. v, no. 1. (Ann Arbor: Univ. of Michigan. 1932. Pp. 
186. $1.) 

the “While this study takes cognizance of the social aspects of the posi- 

ree tion of the holding company in the utility industry, its chief emphasis is 

in devoted to a discussion of the management policies of holding companies 
ane and the profitableness of those policies to the holding companies them- 
seives, 

Pub. The data are secured from an analysis and comparison of the follow- 
ing five holding company systems: (1) American Power and Light Com- 
pany, (2) Associated Gas and Electric Company, (3) The North Ameri- 
can Company, (4) Standard Gas and Electric Company and (5) The 
United Light and Power Company. This is, however, not so much an ad 
hoe study of these systems as a critical discussion of certain phases of 
public utility finance, illustrated, often very effectively, by the companies 
mentioned. 

The conclusions follow in the main along established lines, resting in 
many cases as much upon general reasoning and observation as upon evi- 
dence from the companies investigated. The distinctive merit of the study 
lies in its analytical comparisons ‘of capital structure and capital transac- 
tions in the five systems. There is sound sense in the author’s contention 
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that mere enlightened self-interest within the industry might conceivably 
go a long way toward rooting out abuses which have led to the demand for 
regulation. There may be in the long run a greater identity of interest 
among consumers, investors, and management than has been generally 
recognized. But tl wer to this question, as well as the more restricted 
one of the holding company as a profit-making device, must await other 
and different eviden Che analysis of income, including the service fee 
of perennial controversy, is required to supplement the analysis of capitali- 
zation here offered, before the full potentialities of the holding company 
can be said to have been explored. And what lies hidden in the arcana of 
“holding company accrued income” is not readily available to the investj- 
gator, so that it is no fault of the author if the treatment of management 
B. A. Turesuer 


fees is somewhat fragmentary. 

Wesrsrook, F. A. Industrial management in this machine age. (New York: 
Crowell. 1982. Pp. x 107.) 

Wuitney, R. New York Stock Exchange: report of the president, 1931- 
1982. (New York: N. Y. Stock Exchange. 1932. Pp. 51.) 

C naan an analysis of economic conditions during the past few years, 
illustrated by che 

Woop, SrrutHers aNp Company. Trusteeship of American endowments, with 
comparative analyses of the investment experience of leading universities, 
(New York: Macmillan. 1932. Pp. xiv, 156. $4.) 

This study covers the productive funds of 30 leading universities and 
colleges, whose reported endowments are 74 per cent of the combined in- 
vestments of institutions of higher education having endowments in ex- 
cess of $5,000,000 each. For purposes of valuation, November 1, 1931, is 
taken. 

Yocum, J. C. The facilities of Ohio newspapers for retail advertising. Monog. 
no. 21. (Columbus: Ohio State Univ. Bur. of Bus. Res. 1932. Pp. 74. 50c.) 

Conduct of mortgage | losures during bankruptcy. (New York: American 
Bankruptcy Rev. 1932. Pp. 48.) 

Industrial directory of New Jersey. Limited ed. (Newark: N. J. State Cham- 
ber of Commerce. 1931. $5.) 

National Association of Cost Accountants: complete topical indez, N.A.C.A. 
publications, April, 1920, to September, 1932. Official pubs., vol. xiv, no. 4. 
(New York: Nat. Assoc. of Cost Accountants. 1932. Pp. 815-358.) 

National Association of Cost Accountants: year book, 1932. Proceedings of 
the Thirteenth International Cost Conference, Detroit, Michigan, June 
13-16, 1932. (New ©: Nat. Assoc. of Cost Accountants. 1932. Pp. iv, 
320.) 

A study of the labor tu r in fourteen Ohio business concerns in relation 
to the cost of a hy il system of unemployment benefits. (Columbus: 
Ohio State Univ. Bur. of Bus. Res. 1932. Pp. 18, lithoprinted. 50c.) 


Capital and Capitalistic Organization 
Confessions of the Power Trust. By Cart D. Tompson. (New York: 
Dutton. 1982. Pp. xx, 670. $5.00.) 
In 69 chapters divided into ten parts this book attempts to summarize 
the Federal Trade Commission’s investigation of utility corporations 
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under the Walsh resolution. In the opinion of the author, “the revela- 
tions brought out regarding the utility corporations in these hearings 
constitute... one of the most important public documents ever pub- 
lished by a commission of the American government” (p. vii). 

Part I, “The hearings,” is introductory; while Part II, “The organi- 
zation,” sketches how the utilities have organized together under the 
\.E.L.A. and its affiliates the better to pursue their common interests. 

In the author’s opinion, however, “the most important and significant 
revelations in the whole proceedings have to do with the financial meth- 
ods, structure and operations of these companies” (p. x). In the utility 
field the author finds a definite trend in the direction of closer affiliations 
and combinations through the device of the holding company. Parts III 
and IV of the book are concerned with a more detailed analysis of this 
trend. As illustrative of the manner in which the holding companies main- 
tain control of their subsidiaries the Electric Bond and Share Company 
is cited; and it is shown that interlocking directorates, common owner- 
ship of stock, a judicious use of option warrants, voting trusts, etc., 
obviate the necessity of majority stock ownership. While he admits that 
the holding company opens the way for many economies which might 
accrue to the benefit of the general public, he feels that these have been 
largely unrealized in practice. 

On the financial side the author finds the most characteristic feature 
of holding company finance to be a gross inflation of capital assets and 
capital equities. Citing numerous instances from the reports, he finds 
the grand total of these “write-ups” in asset values uncovered by the 
Commission to the middle of 1932 to be $925,985,795.26 (p. 187). Even 
upon these inflated valuations, however, the companies have been able to 
earn ample returns, while on the basis of actual money investment the 
returns have at times exceeded 1,000 per cent (p. 185). These “write- 
ups” along with supervision and construction fees, reorganizations and 
security sales have been responsible for the large earnings of the hold- 
ing companies generally. 

Part V, entitled “Some typical companies,” is in the opinion of the 
reviewer the least satisfactory in the book. One can scarcely agree that 
the Alabama Power Company, the Insull group, and the Foshay Com- 
pany are typical of private utility companies in the United States. The 
Foshay venture seems to have been little but a stock-jobbing concern 
from the first while the Insull mess is not, in the reviewer’s opinion, 
typical of conditions generally to be found throughout the power and 
light industry. 

Part VI, “Propaganda methods,” and Part VII, “The war on public 
ownership,” together constitute more than half the volume. In view of 
the studies of Gruening and Levin it seems to the reviewer that Part VI 
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might have been considerably shortened. As its title suggests, Part VJ] 
portrays the varied means employed by the utilities to discredit and 
discourage public ownership in any form. The book closes with a brief 
section on state regulation and one on the activities of the power com- 
panies in state and federal politics. 

A brief review of a long book can do little more than sketch its gen- 
eral scope. Anyone who has worked with the Federal Trade Commission’; 
data will appreciate the difficulties of trying to condense this materia] 
into a single volume. Wherever possible the author has let the record 
speak for itself; and his selections are well chosen. While the many direct 
quotations detract somewhat from the readability of the book and 
lo give a realistic picture of the whole 
proceedings. The author has by no means exhausted the Federal Trade 


Commission material, but he has given us a digest of it which will be 


lengthen it considerably, they ¢ 


extremely useful. 
One or two minor slips caught the reviewer’s attention. At page 120, 
line 1, the year 1929 and not 1927 should appear. At page 185, para 


graph 2 does not make sense because the name of the Electric Power & 
Light Corporation has been omitted. In paragraph 4, page 192, the 


Electric Bond and Share Company is the company meant and not th 
American Gas and Electric as stated. 
Norman S. Bucwanan 
Colgate University 


Business Organization and Control: Corporations and Trusts in the 
United States. By Cuartes S. Tipretts and SHaw LiIvermort. 
(New York: Van Nostrand. 1932. Pp. viii, '748. $3.75.) 


The compass of this text is in general similar to that of Seager and 
Gulick’s, T'rust and Corporation Problems, though certain qualifica 
tions to this broad statement are necessary. Less space is devoted to 
recounting the con xperience and describing the actual structure 
of particular industri nd there is scarcely any reference to the forms 
and problems of in organization in foreign countries (cf. pp 
554-5, 688). On the other hand, there is more attention devoted to pub- 
lie service industries (Chapters 17 to 19), including financial institu- 
tions (banks, insurance companies, investment trusts), as well as a more 
detailed account of t ntricacies of corporation finance and of cor- 
poration practice (( ers 2 to 10). 

The point of view the authors is difficult to describe briefly. The: 
evince occasionally a suspicious attitude towards big business and capl 
talistic codperation, but their scepticism is net so consistently held or 


so critically developed as is that of Professor Fetter, for example, 1 


his recent Masquerade of Monopoly. Lacking the intimate familiarity 
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of Professor Berle or Professor Wormser with the corpus and behavior 
of the modern corporation, they regard it chiefly as a salutary device 
for assembling capital from diverse sources (cf. pp. 190, 280-1). This 
does not prevent them from seeing the ill effects of certain corporate 
abuses, and specific instances of mismanagement are held subject to 
“severe condemnation.” But in the main they find no adequate ground 
for a basic reconstruction of the legal relationships within present-day 
business units. Consequently they have no significant suggestions or 
proposals for reform. Perhaps the fairest characterization of the pre- 
vailing standpoint here would be that it is closely akin to indirect or 
left-handed apologetics (cf. p. 583). 

In the survey of the development of anti-trust policy the analysis 
of judicial decisions follows conventional lines. It borders, indeed, upon 
a hackneyed treatment. Compared to the acute and incisive study of 
the cases by Professor John D. Clark in his Federal Anti-Trust Policy, 
it is decidedly fragmentary and superficial (cf. pp. 402, 419, 427). It 
may, nevertheless, be adequate, perhaps, for an introductory textbook. 

Of economic analysis there is so little that it scarcely deserves criti- 
cism. But we cannot refrain from questioning one or two dicta. Of the 
electrical utility industry it is said (p. 512) that it “has financed itself 
carefully and smoothly because the control and planning of finance have 
been concentrated in a few hands.”(!) (Italics not in original.) Very 
“smoothly,” we are moved to add. A sentence is devoted to large-scale 
production, upon page 190; but the exact meaning even of this bit of 
“economic theory” is obscure. The passage reads, “Large scale produc- 
tion with lower unit costs resulting in lower prices of products, enabling 
consumers to purchase a larger share of this world’s goods than for- 
merly, has been facilitated.” The lack of a clear definition of terms ap- 
pears to be a major handicap. Consider, for example, this passage upon 
page 538: “Holding companies do not greatly increase concentration of 
control in the hands of the managerial group; they facilitate and per- 
petuate it. Control would exist throughout the industry in any case, 
as a result of the default in stockholder interest.” (Italics not in origi- 
nal. ) 


Myron W. Watkins 


New York University 
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Wacenrinr, H. Konjunktur und Kartelle. (Berlin: Carl Heymanns Verlag. beer 
1932. Pp. 62.) deni 
We cu, F. X., editor. Cases on public utility regulation. (Washington: Pub, on t 
Utilities Reports, Inc. 1932. Pp. 800. $6.50. ) the 
National Conference on the Relation of Law and Business. First session, with cont 
specific emphasis on the anti-trust laws. (New York: N. Y. Univ. School 
of Law. 1931. Pp. 268.) : C 
Pro 
Labor and Labor Organizations wf 
The Abolition of Unemployment. By Franx D. Granam. (Princeton: pla 
Princeton Univ. Press. 1932. Pp. ix, 98. $2.00.) the 
The problem of abolishing unemployment first outlined by Professor cain 
Graham in a pamphlet of March, 1982, is discussed at length in this to 
volume. ‘The organization and scope of operations proposed center in ian 
the use of idle productive equipment by the unemployed to enable them to bet 
supply their own needs. Assuming that the profit system is to be main- lo 
tained, Professor Graham insists that such an arrangement will furnish pr 


the only real solution to the problem of unemployment. 

The ingenuity which the author shows in outlining the methods of 
applying his plan and the impartial way in which he replies to objec- 
tions that may be raised indicate that the question of the feasibility of Ap 
the plan is a less serious matter than creating a will to apply it. 

Obviously the establishment of an arrangement in conjunction with 


the profit-making system which would enable the unemployed to utilize lar 
idle productive equipment for their own support would provide a unique Vo 
form of unemployment insurance. If workers could know that when busi- as 
ness men shut down plants because they see no opportunity for profit, c0' 
the workers throughout the economic system could turn to the supply pu 
of their own needs, such an arrangement would introduce a degree of ap 
security for them which they have never enjoyed since the Industrial th 
Revolution began. by 

The author is convinced that his plan will work because his proposals an 


involve no departure from the principles on which our economic structure has 
been built up. They can readily be put into effect and they go directly to the 


heart of the problem. Their success is not dependent upon conditions in the by 
outside world. The organization would cost little to get under way, would sh 
carry its own costs, and can be set in motion immediately. It would lift an ea 
immense burden from private and governmental agencies now staggering under be 


the weight of contributions for the relief of the destitute. It would remove 
the threat of heavy charges on industry for the provision of social insurance. 


Finally, it would lift large sections of our population out of the misery in p 
which they are now, and periodically, plunged. There is nothing to lose in the 

attempt: there is a world to win. Even complete failure would leave us no worse be 
off than before, and even partial success would be a triumph. Though ad- 39 


herence to the particular measures outlined in preceding chapters is, as has 


} 
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ag. been suggested, not necessary, and perhaps not even desirable, can it be 

Jenied that a codperative, self-reliant, self-sufficient, and self-sustaining effort 
ub. on the part of the otherwise unemployed to provide for their own wants is 


the sensible, the obvious, and the practicable solution of the problem which 
ith confronts us? 


- Others who are thinking and working along the lines suggested by 
Professor Graham are convinced that a national corporation can be set 
up which will have a permanent force of managers and workers and 
which will eare for those unemployed in so-called “normal” times. Their 

yn: plan would permit of rapid absorption of workers as jobs decreased in 
the profit system and of ready return to the profit system as jobs in- 

sor creased. The disproportionate amount of wealth and income which goes 
his to relatively few people, the overexpansion of productive equipment in 

‘a certain industries, and the resulting lack of balance and coérdination 

= between the industries of the economic system doubtless will force resort 

ian io measures which will enable workers displaced by the profit system to 
sah provide their own living. 
Artuur E. Surrern 

of New York University 

ec- 

of Apprenticeship: Principles, Relationships, Procedures. By Stewart 

ScrimsHaw. (New York: McGraw-Hill. 1932. Pp. xv, 273. $2.50.) 
ith People having no contacts with industry regard apprenticeship as 
ize largely a thing of the past. A recent survey by the Federal Board of 
jue Vocational Education, on the other hand, disclosed nearly three times 
isi- as many apprentices in the principal building trades throughout the 
fit, country in 1931 as in 1924 and recorded apprenticeship classes in the 
ply public schools in 86 states, with an enrollment of 31,595 indentured 
of apprentices. This survey probably overstates the progress made, but 
rial there can be no question about the interest in apprenticeship manifested 


by employers in many industries in the years between the World War 
als and the great depression. 


™ This is not the first book dealing with modern apprenticeship as it 
the has developed in the United States. It is the first book, however, written 
the by a man who has had extensive first-hand experience with apprentice- 
P PP 
uld ship. Professor Scrimshaw began life as an apprentice in England, 
“8 earned his way through an American college by working as a bricklayer, 
a became the first state supervisor of apprenticeship in this country, was 
i then personnel manager and apprenticeship supervisor in an industrial 
- in plant, and is now professor of economics in Marquette University, hav- 
the 
rse ‘This survey is discussed in the article by Percy W. Reeves and Frank Cushman, 
“a both of the Federal Board of Vocational Education, in American Federationist, vol. 
wl 39, pp. 924-933, August, 1982. 
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ing charge of the industrial part of its “in and out” codperative en- 
gineering course. This book presents the author’s conclusions developed 
out of his long, practical experience with apprenticeship in all its phases, 

The point of view is practical, but the author is far more interested 
in the underlying principles than in the detailed facts. While he is fa- 
miliar with all of the literature on the subject, as the extensive bibliog- 
raphy indicates, this is not the usual research study of a college pro- 
fessor. It makes no pretense of being exhaustive and is not overloaded 
with a mass of facts and statistics. Many aspects of apprenticeship are 
touched upon only briefly; for instance, the historical development of 
modern apprenticeship, its present extent, and its legal status in states 
other than Wisconsin and Oregon (which alone have made provision 
for state supervision) 

What this study covers is quite accurately indicated by the subtitle, 
“Principles, relationships, procedures.” The content and methods of 
apprenticeship, its place in modern industry, its relationship to the 
educational system, and the réle of the state in its development—these 
are the topics in which the author is mainly interested. He defines ap- 
prenticeship as “that method of training in which a learner, usually a 
minor, enters employment for a definite period of time, under an express 
or implied contract, to learn a (specific) craft or business.” This def- 
nition follows the usual shop terminology, distinguishing apprentice- 
ship from generalized industrial training on the one hand and the teach- 
ing of trades in schools on the other, with which it is often confused, but 
including the codperative courses in colleges as well as all other system- 
atized methods of teaching trades in connection with employment. 
Despite the tendency toward specialization—in part because of this 
tendency—there is still great need in industry for thoroughly trained 
mechanics, and apprenticeship is gaining increasing favor as the best 
way of providing such training. The state and the public schools have 
important functions in apprenticeship: the former in furnishing the legal 
basis for apprenticeship and supervising the arrangements between ap- 
prentices and employers; the latter in supplying the theoretical instruc- 
tion which is needed to supplement shop training. The essence of ap- 
prenticeship, however, is shop training under an employer-employee 
relationship. Such modern apprenticeship differs radically from the 
much better known apprenticeship of the pre-factory industrial stage, 
but is grounded in the same essential principles. 

These fundamental concepts and principles of modern apprenticeship 
have been developed before but never so clearly as in this book. This, 
plus the practical suggestions for making apprenticeship a success which 
grow out of the author’s experiences, are the high points. Included 
among the McGraw-Hill vocational texts, this book was written prima- 
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-_ rily for vocational school teachers, apprenticeship supervisors, and other 
»ped personnel men who have daily contact with the practical problems of 
sete apprenticeship. It is valuable also to employers who either have insti- 
sted tuted apprenticeship systems or have felt the need for them in their 
wn shops. Finally, it merits the attention of all students of labor problems, 
liog- who in academic confinement may easily miss the significant develop- 
pro- ment of apprenticeship in American industry in the last boom period. 
aded Madison, Wisconsin Eowm 
) are NEW BOOKS 
it of Cassipy, H. M. Unemployment and relief in Ontario, 1929-1982: a survey 
ates and report. (Toronto: J. M. Dent. 1932. Pp. 290, xiii. $2.10.) 
ision This detailed study of the unemployment experience of Canada’s larg- 
est province was made under the auspices of the Unemployment Research 
tle Committee of Ontario. This substantial report gives a fair impression of 
itle, the whole Canadian program of unemployment relief. The study is prima- 
8 of rily concerned with public relief measures and touches only lightly upon 
the “the efforts of private associations and groups and upon the social conse- 
hese quences of unemployment.” Readers familiar with developments in the 
-ap- United States will be struck by the close parallelism disclosed by this 
“Sait Canadian study. The unemployment in the years covered has been of “‘un- 
: precedented proportions.” “The record of each of the three winters has 
ress been worse that the last.’”’ From 200,000 to 250,000 persons were estimated 
defi- to be drawing public relief in Ontario during the early months of 1932 
tice- from a total urban population of 2,100,000. 
ach- Relief plans in Canada as in the United States started with the assump- 
but tion that primary responsibility rested on the local agencies. But the di- 
mensions of the relief problem speedily necessitated financial assistance 
tem- from the provincial and the dominion treasuries. In September, 1930, in 
nent. special session of Parliament, $20,000,000 was appropriated “for the re- 
this lief of unemployment” through aid to provincial and municipal agencies. 
ined The regulations laid down provided that the Dominion would assume 25 
— per cent of the cost of municipal work relief and 3314 per cent of their 
; direct relief on condition that the provincial government would assume 
have equal responsibilities. In addition the Dominion exchequer would assume 
legal a share of the cost of provincial work “in such proportion as may be agreed 
) ap- upon.” This proportion was later set at 50 per cent. These subventions 
ruc- were continued in 1982 without limit as to the total amount of Dominion 
- ap- expenditure. Difficult conditions in the four western provinces dictated the 
increase of the Dominion’s contribution to municipalities there to 50 per 
loyee cent and the lending of large sums of money to these provinces from the 
the Dominion treasury. 
Lage, As indicated, the public authorities expected to rely practically entirely 
on work relief. But this program met unsuspected difficulties and may 
sship fairly be said to be facing complete failure in 1932. The numbers of un- 
This, employed seeking work greatly exceeded expectation. There was no ade- 
rrr quate supervisory and administrative public organization. Because of make- 


work provisions, such as the substitution of hand pick and shovel work for 
steam shovels and trucks, the work relief projects were extremely expen- 


uded 
sive. It is calculated that the public agencies spent $2.00 to provide $1.00 
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in wages on work relief projects. Projects worthy of execution soon }e- 
came scarce, and the financial burdens brought unbalanced budgets and 
growing debt to the Province and to the Dominion and reduced some of the 
municipalities to bankruptcy as indicated by their failure to meet debenture 
obligations. Despite these extensive programs, the work relief furnished 
“has not been adequate in most places, to meet fully the elementary needs 
of those in distress on account of unemployment.” : 
Cuarves E,. Persons 
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Report of the Ohio Commission on Unemployment Insurance. Part I. Con- 
clusions and recommended bill. (Columbus: Ohio Commission on Unen- 
ployment Insur. 1932. Pp. 97.) 


The report reflects one of the most careful and detailed surveys of the 
applicability of unemployment insurance to the state ever prepared in this 
country. After an introductory statement relating to the purpose and or 
ganization of the commission, the report summarizes briefly the conclw- 
sions arrived at. The inadequacy of both private and public charity in 4 
period of prolonged unemployment is stressed, and public charity is char- 
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| be- acterized as the “dole” in its most vicious form. Compulsory unemploy- 
and ment insurance is upheld as the most effective device for providing in a 
f the self-respecting way for the able and willing unemployed. 
ture A detailed analysis is presented showing the extent of unemployment in 
shed Ohio, not only during the present depression but also during that of 1921- 
eeds 1922. Likewise, attention is given to the amount of unemployment regu- 
larly occurring during prosperous years. The commission states that if 
Ns Ohio had inaugurated unemployment insurance just after the depression 
of 1921-1922, the state fund would have finished the year 1929 with an 
umi- accumulated reserve of over $104,000,000 as a cushion for the distribu- 
> Oc- tion of benefits during the current depression. The disasters of the depres- 
Jniv. sion, unallayed by the benefits of unemployment insurance, are vividly por- 
traved by the extent of evictions for nonpayment of rent, foreclosures, 
cul- disintegration of normal family life, the increase in juvenile delinquency, 
. Vii, and the breakdown of individual and family responsibility. 

The Commission undertook a thorough actuarial study of the costs of 
hree unemployment insurance based upon what are probably the most compre- 
ment hensive statistics of state and local unemployment possessed by any state 
ress. in the country. From such data the commission emphasizes the fact that 

unemployment is an insurable risk. 
afts- The proposed Ohio unemployment insurance bill, of which a complete 
rlag. draft is found in the report, provides for a system of compulsory insur- 
ance with a single state fund to which both employers and employees con- 
Bal- tribute. Employers of three or more persons subject to the act are assessed 
at the rate of two per cent per annum of the total sum paid to insured em- 
ies. ployees until January 1, 1937. After this date, employers are to be classi- 
fied and rates applied to each class in proportion to the degree of unem- 
Tress. ployment experienced by each class. The rates will thus penalize those 
with much unemployment while reducing the costs to those with little un- 
ition, employment. Employees must contribute one per cent of their weekly 
. Pp. wages. All administrative costs of the scheme are to come out of the fund, 
the state itself contributing nothing. Benefits up to 50 per cent of a work- 
Office ers normal weekly wages, but not to exceed $15 per week, are payable to 
eligible unemployed persons for a maximum period of 16 weeks in any one 
year year. A waiting period of three weeks must elapse before benefits com- 
, 205. mence, 

Administration of the proposed law is to be vested in an Unemployment 
ghar, Insurance Commission consisting of three members appointed by the gov- 
hang- ernor. The duties of the Commission as outlined are largely judicial, to 

pass on claims, hear disputes and make awards. An important feature of 
| con- the bill provides for the transfer of the State-City Unemployment Offices 
1932. from the State Department of Industrial Relations to the Unemployment 

Insurance Commission, which is empowered to divide the state into em- 
Con- ployment districts where offices are to be located for the most effective 
Inem- ane of the unemployed and for the distribution of insurance bene- 

ts, 
of the Eart E. Mountz 
ye Shorter work periods in industry. (New York: National Industrial Conf. 
or- 


Board. 1982. Pp. x, 56. $1.) 


onclu- Women’s work under labour law: a survey of protective legislation. Stud. 
y 3 x and rep., ser. I (employment of women and children), no. 2. (Geneva: In- 
char- 


ternational Labour Office. 19382. Pp. 264. 6s.) 
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Money, Prices, Credit, and Banking 
An International Enquiry into Costs of Living: A Comparative Study 
of Workers’ Living Costs in Detroit (U.S.A.) and Fourteen Euro- 
pean Cities. (Geneva: International Labour Office. Boston: World 
Peace Foundation. 1931. Pp. v, 209. $2.00.) 

Although cost of living statistics have been greatly improved during 
the last fifteen years in their ability to measure differences between dif- 
ferent periods of time, they have been markedly defective in so far as 
the measurement of differences between places was concerned. About all 
that we have hitherto had in the way of international comparisons of 
this second type have been the studies which the British Board of Trade 
made prior to 1910 on comparative living costs in Germany, France, 
Great Britain and the United States,’ together with the post-war com- 
parisons which have been made by the International Labour Office on 
the comparative cost of food and to some degree of housing and fuel in 
a number of the industrial centers of the world. 

The present study, as is well known, was initiated at the request of 
the Ford Motor Company to determine by how much it would be neces- 
sary to increase the wages of the workers in their European factories 
in order to give them the same real wages as those received by their em 
ployees in Detroit. The Ford Company requested the International 
Labour Office, therefore, to furnish them with data showing the relative 
difference in the cost of living as between given cities in different coun- 
tries. The funds for the prosecution of the study were furnished by the 
Twentieth Century Fund founded by Mr. E. A. Filene of Boston; while 
the detailed investigation of the annual budgets of 100 Ford workers 
in Detroit receiving the then minimum wage of $7 a day was carried 
through for 1929 by the United States Bureau of Labor Statistics. 

After the Bureau of Labor Statistics had collected its budgets from 
100 families whose average total income in 1929 was $1,712,? the re- 
sults in so far as the quantity and quality of the commodities consumed 
was concerned, were transmitted to the statistical authorities of the 
various nations by the International Labour Office. These bodies gath- 
ered the necessary quantity and price data and in turn transmitted them 
back to the International Labour Office which then worked up the final 
comparative results. The methods used in the case of the chief groups of 
commodities were in brief as follows: 

(1) Food. Not only were price data gathered for each of the cities 


together with the quantities of the various commodities consumed in 
1 See the Reports of the British Board of Trade on The Cost of Living in American 
Towns; The Cost of Living in German Towns; The Cost of Living in French Towns. 
? The families chosen were those with four to five members and those almost totally 
dependent on the husband’s earnings. The men were those who had been employed 
throughout the year and averaged 250 days of work. 
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Detroit, but also the quantities of the various food commodities which 


y were consumed by the workers in each of the cities studied. It was then 
q possible not only to find the comparative costs in Detroit and Berlin for 
d example of the Detroit standard of living but also of the Berlin stand- 
ard. In statistical terms, therefore, it was possible to obtain ae 
44 
- as well as = P.Q where the subscripts 0 and 1 refer to different lo- 
oWo 
l calities instead of to different periods of time. The Labour Office then 
: followed Professor Fisher in taking the geometric average of these two 
yp 
e index numbers of fa 1Qo 4 era to arrive at the best measure of 
=PiQ: 
yn the comparative difference in food costs. 
in (2) Clothing. Samples were taken from Detroit of virtually all of 
the items of clothing purchased there by Ford workers and these were 
of taken by a representative of the I.L.O. to the various countries. The 
S- prices of similar garments were then collected in each of the cities studied 
es and multiplied by the number of such units purchased annually by the 
n Detroit families. So far as these items were concerned, therefore, it was 
he relative cost of the Detroit standard which was obtained rather than 
ve the crossing of these weights with those for each of the foreign cities. 
n (3) Rent. The predominant type of dwelling occupied by the Detroit 
he workers (pp. 17-18) was a “detached house occupied exclusively by the 
ile family and equipped with electricity, gas, central heating and a bath- 
rs room.” Since this standard was rarely reached by the European work- 
ed ers, two sets of housing accommodations were used for the foreign fig- 
ures: (a) the first or the “lower limit” was a house or apartment of four 
mM to five rooms either actually occupied by working class families, or, if 
re by other classes, was at least in working class neighborhoods; (b) the 
ed second or “upper limit” was a house or apartment dwelling with accom- 
he modations which, in so far as possible, were identical with those in De- 
th- troit, 
em (4) Fuel and light. Because of differences in climate, it was felt that 
nal the needs for these services varied widely from country to country. In- 
of stead, therefore, of pricing identical quantities of fuel, etc., in the vari- 
ous cities, the actual consumption of these articles was in the main taken 
jes for the various cities. Although an effort was made to reduce them to 
in the amounts needed for a four or five room dwelling, it is probable that 
can the final results somewhat reflect differences in standards as well as dif- 
a ferences in the cost of the same standard. 
ved (5) Medical expenses. It was assumed that the average expenditure 


per family in Detroit of $88.17 for doctors and $10.74 for dentists was 
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the equivalent of 91% visits to a physician, 614 house calls, and 10 visits tin 
to a dentist for ordinary fillings and extractions. The cost of these sery- ba: 
ices was then priced for the other cities on the assumption that the cer 
average state of health of the working class in the various cities was the $1. 
same as in Detroit. ot} 


(6) Miscellaneous expenses. This was of course the hardest group of 
all to measure. The method employed was to take a number of items for 
which definite unit prices could be obtained and to use the Detroit quan- 
tities as weights. Some of the most important of these were: 


{verage annual Average annual 
Article quantity per Article quantity per Det 
family family Ber 
Fra 
(1) Blankets .... 6 (8) Moving pictures ... 83 
(2) Sheets ..... 2.1 (9) Newspapers ....... 235 daily He 
(3) Pillow cases 2.6 Ma 
(5) Daily transportation 486.5 “—— Co 
(6) Soap ........ - 104 plus (AR) Pastage: 82 letters Ba 
(7) ...... (12) Telephone ........ 34 calls 
(7) Insurance. Despite the fact that the Detroit families studied were = 
those which had experienced less unemployment in general than the 
average, it is important to note that aside from insurance payments, th 
they made practically no savings. Indeed the group as a whole actually hig 
spent more than it received. ha 
The average insurance premium of the Detroit families was $59 a is. 
year on an,average policy of approximately $2,076. The equivalent pr 
values of such a policy in terms of the different prices were then worked 20 
out for the foreign cities and the annual cost of obtaining such protec- wo 
tion computed. Ist 
In the case of social insurance against illness, invalidity, old age, and 
unemployment which is common in Europe and almost non-existent in the 
the United States, the amounts of these contributions were added to the dif 
total cost for the foreign cities in the belief that the American worker wh 
should provide similar protection for himself out of his surplus earn- be 
ings.* Since the American workers had no such surplus, it is seen that the of 
European standard of security against the common risks of life and th 
industry is decidedly superior. Et 
Although the pricing of the commodities was undertaken at different mi 


* Contributions by the state were excluded. 
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its times through 1929 and 1980, they were all reduced to a January, 1931, 

rv- hase. Since the fall in Detroit prices had been approximately 9.8 per 

he cent from 1929, this made the budget yield a cost of approximately 

he 21,550 for that city at the opening of 1931. The relative costs in the 
other cities studied were as follows: 


of Taste I 
for Resv.ts or InTerNaTIONAL Livine Inquiry Janvary, 1931 
.n- Prices expressed in a common currency (Detroit = 100) 

; Comparative Purchasing power of 
= City living cost* working man’s dollar 

inte’ 83- 90 111-120 
Frankfort-On-Main 85— 93 108-118 
Copenhagen 83- 91 110-120 
Helsinki-Helsingfors ............... 83 120 
ts AntWEFP 61— 65 154-164 
ots 65— 68 147-154 
Warsaw 67 149 
— ‘The lower figure is generally caused primarily by the use of the “lower housing 
limit.” 
vere 
the In general the differences in living costs are revealed as being less 
nts, than is commonly supposed. The Stockholm costs were actually slightly 
ally higher than those in Detroit while those in Berlin, Frankfort, Copen- 
hagen, and Helsingfors ranged from 9 to 17 per cent less. The tourist 
9a is somewhat surprised to find Manchester, Rotterdam and Antwerp ap- 
lent preciably below Paris which according to this index is only from 13 to 
‘ked 20 per cent below Detroit. Barcelona has the lowest living costs for 
tec- workers at 42 per cent less than Detroit; but costs in Warsaw and 
Istanbul are also 83 and 35 per cent less, respectively, than in Detroit. 
and The margin of error in the above figures is of course appreciable, and 
t in they should be taken as only approximations. It is probable that the 
the differences between American and foreign living costs would be some- 
rker what greater for members of the middle and upper economic classes 
arn- because of the higher price of services. A large part of the graciousness 
; the of the life of the more leisured classes in Europe is in fact based upon 
and the exploitation of the domestic servants which is a factor that most 


European critics of American life seem extraordinarily reluctant to ad- 
rent mit.* 


“See for example M. J. Bonn’s The Crisis of Capitalism in America, 
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sition on the part of European employers to the 
hat it would be used as a basis for attempting 
wages to a level with those of America. This the 
Office very carefully disclaimed doing; and it js 
Ford Company has made the adjustments neces- 
y in real wages between the European and the 


Twentieth Century Fund, with the coédperation 


Management Institute at Geneva, has collected 
he prevailing wage rates in the cities covered 
w much it would have been necessary to raise 


them up to the Ford minimum rate as of the end 
given in Table II, which refers of course to 
nt and which does not deal with the compara- 


ment in the various countries. 


II 
rmetH Century Funp or tHe Amounts NEEDED IN 
Raise THE Reat EARNINGS OF THE EMPLOYED 
Minimum Forp STanparp' 


(2) (3) 
Present prevailing Percentage of 

y te mages in terms wmcreasée necessary 
D t of dollars to maintain Detroit 

ing : standard of living 

393 $ 801 60- 74 

1,420 1,117 15— 27 

317 1,037 51— 56 
1,284 485 165 
1.350 816 52-— 65 

25 663 74— 89 
1,014 594 60- 71 
1.056 859 18— 23 
1,154 1,000 10— 15 
1.343 1,102 22 
1.048 656 60 

878 | 360 14 

| 


| are those of the I.L.O. report expressed in dollars; the 
d by the International Management Institute from the 
d are also expressed in dollars. 


ints needed to produce equality are quite striking. 
only 10 to 15 per cent was needed in Man- 

18 to 23 per cent in Rotterdam, of 15 to 27 per 
d of 22 per cent in Cork, it would have been 

; in Berlin by from 60 to 74 per cent, in Paris 
cent and in Marseilles by from 74 to 89 per cent. 
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the space at my disposal, to trace the author’s de- 
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the In Stockholm, where the cost of living was about equal to that in De- 
lee troit, an increase of from 51 to 56 per cent would have been required 
the to yield an equal real income. In Antwerp the required increase would 
+ is have amounted to from 60 to 71 per cent, in Warsaw to 60 per cent 
se. and in Barcelona to the truly extraordinary figure of 144 per cent. It 
the is thus apparent from this table that the greater efficiency of American 
ten industry and perhaps also our superior natural resources have made it 

sted possible to pay appreciably higher real wages than in Europe. 
nad The difference between the two sets of scales indicates indeed that 
“es Europe could afford to adopt some of the industrialism which Duhamel, 
al Bonn and others seem to decry, with profit to its working classes. We, 
“ml in the other hand, might well adopt some of the measures of pooled pro- 
a tection against the risks of unemployment, illness and old age which 

Europe has been wise enough to institute. 
H. Dovetas 
University of Chicago 

| Credit Policies of the Federal Reserve System. By Cuar.es O. Harpy. 
ss (Washington: Brookings Institution. 1932. Pp. xv, 374. $2.50.) 
This book constitutes a thorough and careful study of federal reserve 
a. credit policies during the period 1922-1931, after the financial exigen- 


etroit cics of the war had receded somewhat into the background. The study 


foing is divided into four parts. Part I, on organization and practice, deals 
with standards of credit policy, the technique of credit control, and a 
description of actual credit policy in relation to business during the 
period covered, 

Part II, which takes up the major standards of credit control, is 
perhaps the most significant portion of the book. The stabilization of 
the money market, the maintenance of sound credit conditions, inter- 
national codperation, the control of speculative credit, credit policy 
and the gold supply, and the stabilization of prices are considered in 
the order named, followed by a concluding chapter on the efficacy of the 

reserve system’s technique. 

m The third part of the volume is devoted to an analysis of the minor 
“er standards of policy. Under this head, the liquidity of commercial bank 
om the assets is discussed in connection with the acceptance market and eligibil- 

ity for rediscount, followed by chapters on the reserve system and the 
iking. treasury and regional uniformity of rates. 
Mar- The final section of the book, Part IV, contains the author’s conclu- 
per sions regarding the results of credit control under the heads of the 
ae quantity of bank credit: excess or deficiency, and the quality of bank 
Paris credit: liquidity and safety. Two appendices containing statistical data 
, cent. and references for further reading complete the book. 
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or’s de- dministration of a policy to attain this end. Regarding the quality of 


It is impossible, in the space at my disposal, to trace the author’s de- 
tailed analysis of each of these topics. A brief résumé of his major con- 
clusions will have to suffice. In connection with the stabilization of the 
money market, it is shown that seasonal and temporary fluctuations jn 


rates have been stabilized to a noteworthy extent by the reserve authori- | 
ties, but that no attempt to attain cyclical stability of money rates js 
in evidence. With regard to the stabilization of business, discussed under 
the head of sound credit conditions, Mr. Hardy concludes that “aside 
from the handling of the seasonal problem and of acute emergencies, 
the stabilization of business by credit control, though not discredited, 
has certainly not been validated by experience” (p. 94). He looks, how- , 
ever, for further experimentation in this direction. “International co- 
operation,” in the words of the author, “has been a less important factor ! 
in reserve system policy than is generally believed, and it is well that | 
this is so” (p. 117). With certain exceptions, “the pressure to codperate ; 
has been pressure to pursue an unsound policy, in order to shield other 
nations from the consequences of their own unsound policies. So long ( 
as ‘codperation’ is conceived in these terms, the less we have of it the ; 
better” (ibid. ). ) 
In considering the objectives of stock market control, the author 
concludes that the reserve system’s attack on the stock market can be ) 
defended only along two lines: first, that the security boom “threatened 
to become the generating factor in a dangerous industrial or commer- 
cial boom” (p. 176), or, second, that excessive security loans and in- 
vestments “increased the economic area subject to shock, and probably 
operated to intensify the depression of 1929-81, though they did not 
cause it” (p. 177). Concerning the relation of reserve policy to gold 
movements, the author’s judgment is “that during the earlier part of 
the period ..., say till th stabilization of the British currency in the 
spring of 1925, there was good cause to keep outstanding the volume of 
currency which seemed most likely to maintain stability in the domestic 
situation, letting the incoming gold displace an equivalent amount of 
reserve credit. From that time on through 1980 . . . it would have been 
better to go to the other extreme, letting gold exports and imports exert \ 
their maximum influence on the monetary situation” (p. 192). Finally, 
in regard to the stabilization of prices, Mr. Hardy, for what seem to 
me very good practical reasons, believes “that the program of the 
stabilizers should be rejected” (p. 238). | 
The minor standards will have to be passed over with the statement 
merely that they are treated in vigorous, realistic and satisfactory 
fashion. Turning to the author’s conclusions concerning the quantity 
of credit, he accepts with some reservations Hayek’s and Haberler’s case 
for “neutral money,” but realizes the difficulties involved in the practical | 
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administration of a policy to attain this end. Regarding the quality of 
credit, he examines commercial loans, and security loans and invest- 
ments from (a) the banker’s viewpoint: liquidity, (b) the borrower’s 
viewpoint: vested interests, and (c) the depositor’s viewpoint: bank 
failures. He seems to find security loans and investments superior to 
commercial loans on the first and third counts, while he personally has 
little sympathy with the “vested interest” claims of small borrowers. 
Athough the author’s arguments are convincing, I feel that he has 
omitted a vital factor in failing to examine the two types of credit from 
the viewpoint of his subject: credit control. From this standpoint, it 
scems to me, the case for commercial loans may be strongly defended. 
In financing industry indirectly through security loans and investments, 
the banks are in no position to control the credit situation in satis- 
factory fashion, nor can they tell how much of the credit so extended is 
used for fixed, as opposed to working, capital requirements. The prac- 
tical attainment of “neutral money” which Mr. Hardy favors but finds 
dificult, could be far more easily accomplished if the commercial banks 
confined their loans to the working-capital type, granted directly to the 
industries and merchants desiring credit. 

In spite of this omission, which seems to me of large significance, the 
volume as a whole is an excellent piece of work. A realistic approach 
combined with much sound analysis makes the study a valuable contri- 
bution to the literature of this highly important subject. 

Freperick A. Braprorp 

Lehigh University 


Monnaie et Finance: Le Réle de la Banque des Réglements Inter- 
nationaux aprés ’Etalon Or. By Sytvain Ascu. (Paris: Alcan. 
1932. Pp. vii, 182. 12 fr.) 

This is a tract urging the abandonment of the gold standard in favor 
of a currency managed along international lines. Like so many tracts 
of its kind, it fails to treat the fundamental issues in a way which 
would satisfy the objections of those whose dissatisfaction with the 
working of the gold standard has not yet led them to believe that the 
proposed alternatives would work any better than, or even as well as, 
the gold standard has worked. 

In the first place, the author fails to realize that the principal difficul- 
ties under which the gold standard has been laboring are due, not to 
the fact that the gold standard is the gold standard, but to the fact 
that the gold standard is an international standard the operation of 
which has been impeded by nationalistic trade and banking policies. 
He does not realize that any international standard would face difficul- 
ties of the same sort; and that an international standard of the kind 
he proposes, with its “fixation of exchanges” by the Bank for Inter- 
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national Settlem poses the adoption of political and eco- 


nomic policies by nations of the world which, if adopted, B 

would make the o | itself function satisfactorily. . 
Our author wo that the removal of international difficulties : 

would still leave 1 lard inferior to a currency divorced from 

gold which would | | internally in strict accordance with “séjen- B 

tific” principles. V | principles should be, the author tries to 

show with the aid vy terminological apparatus which he ap- 

parently regards vard dress of an equipment which is novel 

on the analytical si The pages devoted to the exposition of 

this new terminolos e most interesting in the book; but it can 

hardly be said tl eed in removing the second chief reason 

for hesitating to it “management” will cure us of our major 

monetary ills— 1) as to whether monetary theory and the 

theory of the b has yet reached a stage in which it can 

confidently be 1 basis for drastic experiment by the 


managing” autl 


For, if the t1 , the author’s own monetary theory, for 
all its novelty in f terminology, is itself of so great a 
naiveté as to dest onfidence that one might have had in “man- 
agement” by the ose whom he might advise. It should 
suffice to mention, llustration of the quality of the author’s 
monetary theory (1 nued adherence (see, e.g., p. 27) to a 
doctrine develo; ; doctoral thesis as well as by many 
authors before a , which has been subjected to a critical 
analysis by the ] ewer in a recent series of articles—viz., 
the doctrine that of circulation of money is “without ef- 
fect on the pric¢ ce money has no “movements of its own,” 
but is always acc 1 by movements in the total of “exchanges”; 
(2) his adoption his argument, of a fallacy which rep- 
resents the weak “Banking School” argument and of th: 
general approac! y., Friedrich Bendixen—who have ex- 
pounded the fall e an invention of their own—viz., the , 
fallacy that add y or credit may safely be issued as long 
as it is based uy “commercial transactions”; and (3) the p 
author’s complet take account of the arguments, some of 
which are at least bimetallic controversy of the last cen- 
tury, others of w been developed with particular sharpness 
in our own day ributions of such writers as Robertson 
and Hayek—whi ion vigorously the author’s persistent C 
assumption that 1 nance of a stable price-level is a guaranty 
of general industi we 
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ve BaxenpaLe, A. S. Empire and world currency. (London: Commonweal Press. 
te 1932. Pp. 57.) 
Becxuart, B. H. and Smirn, J. G. The New York money market. Vol. II. 
ties Sources and movements of funds. (New York: Columbia Univ. Press. 1932. 
om Pp. xi, 395. $5.) 
en- Benuam, F. British monetary policy. (London: P. S. King. 1932. Pp. vii, 
* 116. 5s.) 
ap- Mr. Benham has set forth in small space a body of thoughtful opinions 
that will interest the specialist and at the same time will be instructive to 
rvel the student who, though trained in economics, finds himself puzzled with 
| of the technical aspects of monetary policy. The explanations of the balances 
can of international payments, the gold standard, and inflation are particularly 
son lucid. 
jor The focal part of the book is the section entitled “Future monetary 
the policy.” The author asserts that he is allied with those writers who sug- 
cest for the depression remedies outside the realm of monetary policy. He 
can denounces inflation, including “reflation’”’ and “anti-deflation,” whether na- 
the tional or international; for he feels that it leads inevitably to a crisis and 
an intensified depression. Controlled inflation he considers impossible. In 
for his opinion the only deliberate actions that will increase Great Britain's 
+ competitive power in world markets are direct lowering of costs, especially 
c wages, and elimination of inefficient producers. The primary objective 
_ should be a more flexible wage and price system. To achieve this end Mr. 
vuld Benham proposes the restricting rather than easing of credit in the hopes 
or’s of freezing out high-cost producers and forcing lower wages in the “shel- 
Oa tered” or non-competitive industries. Wages in staple export industries, 
— he suggests, are already low enough. 
‘eal Before one agrees too easily with Mr. Benham’s persuasive argument, 
a however, one must ask whether the writer himself is not attributing too 
Vis, much power to monetary policy. Moreover, there is cause to question his 
ef- propositions that wage reductions will not seriously reduce the general 
mn.” purchasing power, and that the Unemployment Insurance Scheme is to be 
25” condemned for helping to maintain the “rigidity” of the wage structure. 
rep. It is, perhaps, easier to concede his proposal that lowering of tariff bar- 
riers, a return to gold, and renunciation of isolationist policy will help Eng- 
the land to regain economic well-being. 
ex- Evizapetu STorrreGen May 
the 
a Boy yon J. Agricultural credit. (London: P. S. King. 1932. Pp. xxiv, 
267. 15s. 
the snanpeis, L, D. Other people’s money and how the bankers use it. New ed. 
e of (New York: Stokes. 1932. Pp. Ixii, 223. $2.) 
cen- ‘eprint of a volume published in 1914, with a foreword of some 40 
ness pages by Norman Hapgood in which Mr. Hapgood discusses the signifi- 
tson cance of some of the decisions which Justice Brandeis has made during his 
tent service in the Supreme Court. 


Carter, Mrs. M. D. The story of money. (New York: Farrar and Rine- 
anty hart. 19382. Pp. xv, 71.) 

y Casser, G. The crisis in the world’s monetary system. Rhodes Memorial Lec- 
” tures, delivered in Trinity, term 1982. (New York: Oxford Univ. Press. 
1932. Pp. iv, 98. $1.25.) 
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2 for banks and the bond department of commercial banks are not discussed, nor 


A. E. ion of and a cost of living index for 
a professional g1 Colu : Ohio State Univ. Bur. of Bus. Res. 1939. 
Pp. 18.) 

The professional group under consideration is college and university 
professors in 27 s ported institutions, each having a student en- 
rollment of “oh Yr 0 in 1925-26. Returns were received from 802 mem- 
bers of teaching sta Expenditures “are fairly well in line” with those 
stated by 

Duttes, E. L. The Bank for International Settlements at work. (New York: 
Macmillan. 1932. P xii, 631. $5.) 

Escuer, F. Moder n exchange: an elementary treatise for the lay 
reader. (New Yor! Macm “> 1932. Pp. xi, 223. $2.) 

\ Goscuen, G. J. TI ry of the foreign exchange. a ed. (New York: 
Pitman. 1932. Pp. 174. $1.75 
v Hawrrey, R. G. 7 rt of central banking. (New York: Longmans Green. 
1932. Pp. xii, 4¢ : 
yw Hoveson, J. G., com Federal regulation of banking with guaranty of 
deposits. Ref. shelf l. viii, no. 6. (New York: Wilson. 1932. Pp. 184. 
90c. ) 

Contains brief aphy and extracts from articles. 

Huusperen Wits F. M. Money and the price level. (New York: Cen 
tury. 1932. Pp. x 

D. of money and banking. 8rd ed. (New York: Me- 
Graw-Hill. 1932. P cii, 591. $4.) 

In the five years t have elapsed since the first edition appeared, the 
text has been widel ed and popular. It is now, perhaps, the best com 
bined treatment o y and banking available. About one-third of the 
book is devoted to nd the remainder to foreign exchange and bank- 
ing, commercial an l reserve. 

Money is distit ed from the ultimate monetary standard; the former 
need not function as tandard of deferred payments, but the latter must 
do so. Moreover, the ultimate monetary standard may be a paper note, 
hence the latter 1 , standard of deferred payments (p. 15). But, 
“if paper money be issued, it ought to be varnished with legal tender 
powers” (p. 59) and, if irredeemable, it “displaces standard money.” Pre- 
sumably the autho thinking of redundancy of the former, though he 
does not say so \ r a definition “—it is best to think of money 
as something spe t aside by the government to perform the ex- 
changes” (p. 9). , bank deposits subject to check are not money. 

Dr. Kilborne t that the quantity theory cf money as the determin- 
ing factor in th prices “has been weakened since 1920”; but he 
does not adequat nt that theory and it thus becomes difficult to 
weigh his words. | ely, his treatment may be supplemented by ref- 
erence to Bradford’s M y or Edie’s Money, Bank Credit and Prices. 
The text could hay n strengthened by an explanation of the nature of 
the gold standar rer treatment of the elasticity of federal re- 
serve notes, The ntains that the bank rate should be above the 
market rate, but t n is not convincing when considered in the 
light of the views need by Goldenweiser and Burgess. However, he 
is convincing in h hat credit flows indirectly from the federal re- 
serve banks into t loan market. 

The problem of bra banking, the evils of corporations subsidiary to 
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banks and the bond department of commercial banks are not discussed, nor 
is the supervision of investment of banks’ funds suggested. One might 
readily gain the impression that Chase was author of the National Bank 
act which, it is said, helped to finance the Civil War. The reviewer is also 
unable to agree with the calculations of gold freed by the enactment of 
the Glass-Steagall bill (p. 467). When he comes to “Investment com- 
panies” the author rather breaks away from the conservative treatment 
which characterizes so much of his book and “Investment banks” in par- 
ticular, and shows a tendency to appraise from a social point of view. 
E. A. Kincaip 


Aiscu, C. H. and Exxin, W. A. Central banks. 4th rev. ed. (New York: 


Macmillan. 1982. Pp. x, 473. $5.) 
Larranaca, P. J. M. Gold, glut and government. (London: Allen and Un- 
win. 1932. Pp. 187. 6s.) 
“Destroy or reduce prodigality and appetite ... and you destroy de- 
mand, and with it marketability, the value of securities, . . . and so on 
successively the entire structure of credit and money.” 


Micuie, A. H. and Srepman, B., editors. Michie on banks and banking. 
Permanent ed., vol. viii. (Charlottesville, Va.: Michie Co. 1932. Pp. viii, 
291.) 

ticanvo, D. Minor papers on the currency question, 1809-1823. Edited by 
Jacos H. Hottanper. (Baltimore: Johns Hopkins Press. 1932. Pp. ix, 
231. $3.) 

Starer, G. Currency, credit and the unemployment crisis. Fabian tract no. 
239. (London: Fabian Soc. 1932. Pp. 15. 2d.) 

Sramp, J. The financial aftermath of war. (New York: Scribner's. 1932. Pp. 
149. $1.75.) 

Sir Josiah Stamp has reprinted a series of five lectures dealing respec- 
tively with taxation, inflation, deflation, reparations and national debts 
internal and external) designed for students and others without previous 
economic training. He confines himself mainly to a description of the finan- 
cial policies of England, France and Germany during and since the war 
of 1914 to 1918 and a discussion of their economic consequences, partic- 
ularly in relation to the distribution of incomes between individuals and 
national groups. He adds little to what is well known to most economists 
upon these matters, but he had no intention of doing so. He writes with a 
lucidity and brevity admirably suited to his purpose of enlightening the lay 
reader, and the book should be of great assistance to high school students 
and adult study groups. 

The volume also contains a document of considerable political interest, 
viz., Sir Josiah’s address upon the gold standard broadcast in October, 
1931, when the recent abandonment of the gold standard by Great Britain 
had become an event of the first political importance. Attributing this step 
to the conflicting policies of nations which had demanded of the gold stand- 
ard more than any exchange mechanism could perform, he absolves the 
banks from any charge of a “bankers’ ramp.” 


Artuour Rosert Burns 


Woopwortn, G. W. The Detroit money market. Mich. bus. stud., vol. v, no. 


2. (Ann Arbor: Univ. of Michigan, Bur. of Bus. Res. 1932. Pp. ix, 221. 
$1.50.) 
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Yv Wrient, Q., editor. | ind monetary stabilization. Lectures on the Harris 
Foundation. (( niv. of Chicago Press. 1932. Pp. xi, 174, $2.) 

This book ¢ on of four lectures delivered under the 
auspices of the } Waite Harris Foundation at the University of 
Chicago in Ja nd a paper contributed by Professor J. 9. 
Williams of Ha ty. The contributors to the series are wel] 
known economis nclusions merit thoughtful attention. ‘ 

Professor Vin considerable portion of his paper to the op- 
eration of the g both before and since the war and comes to 
the conclusion tched standard, but may conceivably be the 
hest available t He is favorably disposed to cautious experi- 
mentation in tl f price level control—‘expansionist at this I 
time, contractio times, when circumstances are different” (p, 
38). This posit hat inconsistent with a decided scepticism Tl 
of the practica control, in view of historical examples, 
which appears t he earlier portions of the paper. 

Gottfried Ha the use of a price index as a criterion of 
credit control. nay properly fall at times as a result of in 
creased efficien ls the causal relation between money and the 
business cycle 1 the expansion of capital through the creation 
of bank credit ough deliberate saving by the public from 
current incom: se to widespread fundamental maladjust- 
ments in the p1 .pital and consumers’ goods, and is the basis 
for the statemen have . . . once realized that at the bottom 
of these surfa 1 lies a far-reaching dislocation of productive 
resources, we n nce in all the economic and monetary quacks 
who are going s preaching inflationary measures which 
would bring al: lief’ (p. 70). To those who have been dis 
concerted by tl nflationary proposals on the part of a larg 
number of eco1 ment will bring a distinct sense of satis- 
faction. 

Professor Wi ving federal reserve policy during the depres 
sion, is critical bond purchases of the reserve banks in 1930 
1931, blaming t r the loss of confidence in the dollar in lat 
1931. He then 1dd that “it is a strange thing in view of th 
conditions that, weeks, there should have been a renewal of 
the ‘cheap mon 1 yet such is the case” (p. 95). In this re 
spect his conclu from those of Professor Viner (see above) ; Dr. 
Edie, who is a of bond purchases in periods of depres- 
sion; and Prof who states that “the immediate problem 
is to restore no1 ns. The greatest single help, internally, would 
be a vigorous o designed to reduce rediscounts of mem- 
ber banks and t supply of purchasing power” (p. 157). 

There is unat nion among the contributors in respect to th 
expediency of n he gold standard, although considerable dif 
ference of opini th the degree and type of management es- 
sential to its maint the latter connection it is of interest to not 
that 24 of the e ent found agreement possible to the extent y 
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of signing a list of recommendations to the President of the United States 
including, among others, a preferential rate of discount on commercial 
paper and the power to use government securities as collateral for note 
issues (later incorporated in the Glass-Steagall act); vigorous open-mar- 
ket purchases by the reserve banks (also subsequently undertaken) ; a re- 
duction or cancellation of intergovernmental debts; and a movement to- 
ward mutual tariff reduction on the part of this and other countries. 
Freperickx A. Braprorp 


Zecxer, E. “Standard gold” and silver: the way out of the crisis. (Man- 
chester: Taylor Garnett Evans. 1932. Pp. 88.) 

The availability of bank credit. (New York: National Ind. Conf. Board. 
1932. Pp. xiv, 146. $3.) 

The banking situation in the United States. (New York: Nationa] Industrial 
Conf. Board. 1982. Pp. xiv, 157. $3.) 

The purpose of this study is “to present on the basis of official figures 
a comprehensive impartial account of the present banking situation . . . 
undertaken not primarily for the information of bankers, but essentially 
for business men and all those who are interested in American banking 
problems.” The preparation of the volume was undertaken by Ralph A. 
Young and assistants of the research staff of the National Industrial Con- 
ference Board. 

Chapter 1 is devoted to a general descriptive survey of the American 
banking system. Chapter 2 is given over to a discussion of structural 
changes in the banking system, covering the questions of bank failures, 
mergers and consolidations, branch banking, chain and group banking, and 
the relation of these developments to the functioning of the federal reserve 
system. The third chapter deals with the changing functions of banks, as 
videnced by the changing character of bank assets, deposits, and methods 
of financing industry. The last chapter (Chapter 4) covers the interesting 
and unusual banking events of 1930-1931. This is followed by a general 
review which concludes with a brief discussion of the future of banking 
in this country. 

Aside from the general review, which is a clearly written, non-statisti- 
cal summary of the preceding chapters, the book is rather difficult to read 
because of the large quantity of statistical material which is presented, 
including some 52 tables and 13 charts. As a reference book, however, it 
isa handy and valuable piece of work, to the student and banker as well 
as to the business man. On controversial questions, such as branch and 
group banking, the arguments for both sides are fairly presented, it be- 

ing left largely to the reader to reach his own conclusions. On the whole, 
the volume may be recommended as a worth-while contribution to the 
literature of a trying and unusual period in the evolution of the American 
Freperick A. Braprorp 
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‘one Finance and Taaation. Reports of the Committees on Finance and 
Taxation. Edited by Joun M. Gries and James Forp. (Washing- 
ton: President’s Conference on Home Building and Home Owner- 
ship. 1982. Pp. xiv, 278. $1.15.) 
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main divisions: (1) a statement of the 

| program of financing home ownership; (2) 

nt Hoover’s proposal regarding the estab- 
| home loan banks; (3) an analysis of the 

x and home finance. Conclusions drawn jp 

divisions are supported by extensive statisti- 


h are shown in each case in an appendix 


livision in question. 
d as necessary to a sound program of home 
stics to reveal the true home loan situation 
Fact Finding Bureau” within the Department 
uld be taken to insure that the original sale 
be placed on a sound, equitable basis. 
ing the borrowing purchaser of real es- 
of real estate ownership, (b) requiring a 
of 25 per cent, (c) adequate appraisals by 
of values. (8) A proper mortgage set-up 
present situation. This will involve: (a) 
imortization from income; (b) a first mort- 
r cent of the value of the property, to 
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costly second mortgage; (c) if this is im 
present second mortgage situation; (d) 
states of a uniform mortgage law; (e) the 
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should be provided for the real estate mort- 
tablishment of a home loan banking system, 
following steps. (5) Mortgage agencies 

ised to promote sounder practice and a 

on the part of potential lenders of avail- 

irden on real estate should be substantially 
| assessments are the primary single cause 

xation to housing and home finance, the 
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property equal or exceed 8 per cent on 

ial and unfair assessments also increase 
(4) On the whole, homes bear a higher 

f real estate. (5) The significance of the 
by the growth of tax delinquencies. (6) 
died by: (a) correcting the basis of assess- 


i 


arch 


the 
(2) 
tab- 
the 
in 
tisti- 
ndix 


10mMe 
ition 
ment 
gale 
Asis, 
es- 
ng a 
Is by 
pt-up 
: (a) 
nort- 
y, to 
; (d) 
) the 
ulate 
more 
mort- 
‘stem, 
encles 
and a 
avail- 
tially 


cause 


e, the 
lation 
r cent 
of the 
ses to- 
ent on 
crease 
higher 
of the 
s. (6) 


ASSESS- 


1933] Public Finance, Taxation, and Tariff 161 


ment against small homes to where they do not bear an unequal burden; 
(hb) improving the assessment of tangible personal property such as 
household effects and stock in trade of merchants; (c) taxation of in- 
tangible personal property; (d) a personal income tax; (e) a reduction 
of public expenditures by the elimination of duplication of effort and 
needless agencies, and by state supervision over local finance. 

The Committee is strongly opposed to an attempt to remedy the real 
estate tax situation by means of exemptions. 

The content of this report is somewhat lacking in adequate organiza- 
tion. However, its conclusions and recommendations appear sound with 
one exception. It is doubtful if the federal home loan bank system, above 
shown to be advocated, is desirable. The real estate mortgage loan busi- 
ness is essentially one for long-term investments, and no governmental 
hocus-pocus can create a condition of liquidity in this field. If capital 
is not available at current rates for such long-term investments, the 
correction would seem to lie in higher real estate mortgage interest rates 
rather than in an extension of that false principle of governmental sub- 
sidy which is responsible for so many of the prevailing business ills. 


Donatp Scorr 
Southern Methodist University 
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Anperson, B. M. The interallied debts—politics and economics. Chase econ. 
bull., vol. xii, no. 5. (New York: Chase National Bank. 1932. Pp. 13.) 
Autti, G. H. The taxation of farmers in South Carolina. Bull. 285. (Clemson 

Coll.: S. Carolina Agric. Exp. Sta. 1932. Pp. 43.) 
————.. Taxation and ability to pay in South Carolina. Bull. 286. (Clem- 
son Coll.: S. Carolina Agric. Exp. Sta. 1932. Pp. 61.) 

Director Aull in these two bulletins has incorporated some exceedingly 
stimulating suggestions. The subject matter of the first is similar to the 
subject matter in reports from other states which have been issued by ex- 
periment stations. A reading of this study, however, leaves a distinct im- 
pression that Mr. Aull is less cock-sure than most of the experiment-sta- 
tion writers have been. Moreover, he has incorporated certain types of 
analysis which have not been fully utilized in other states. The subject 
matter of the bulletin, includes a consideration of the relation of taxes to 
farm investments, to size of farms, to receipts and expenditures, to farm 
income, to operators’ earnings, and to income taxes paid by farmers. 

The second bulletin is more original in subject matter and method of 
treatment. In the opinion of many students, complete acceptance of in- 
come as a measure of ability-to-pay, even with the implicit modifications 
incorporated, should be condemned. However, it must be said that the 
author of this bulletin does not defend the acceptance of this measure but 
simply adopts it for purposes of this bulletin. The scope of the study is 
indicated by the fact that taxes in relation to net incomes, to occupation 
or business, and to source of income, as well as the influence of certain 
miscellaneous variables on amount of tax liability are analyzed. 

James W. Martin 
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3apcock, F. M valuation of real estate. (New York: McGraw-Hill, 
1932. Pp. xi, 593. $4 

Buaxey, R. G. 7 state income tax. (Minneapolis: Univ. of Minnesot, 
Press. 1932. Pp , 88. $1. 

———.. Taxation in Minnesota. (Minneapolis: Univ. of Minnesota Press, 
1932. Pp. xii, 627. $: 

Brown, H. G. The economic basis of tax reform. (Columbia, Mo.: Lucas 
Bros. 1932. Pp 3 

Crawrorp, F. G. The administration of the gasoline tax in the United States, 
3rd ed. (New York: Municipal Admin. Service. 1982. Pp. 66. 50c.) 

Dierz, F. C. English public finance, 1558-1641. (New York: Century. 1932. 
Pp. xviii, 478. $4 

Griziorti, B. Elementi di scienza delle finanze ad uso delle scuole. (Firenze: 
Bemporad. 1932. Pp. 255.) 

This brief text on public finance is a meritorious presentation of the 
subject. Its author, who is professor of finance at the University of Pavia, 
intended it to be used primarily by students, as he indicates in the title. 
For this purpose the volume is quite adequate. The theory of taxation, 
government revenues and expenditures are discussed in full accord with 
the accepted te f economic theory. A few phases of the subject, such 
as customs duti e incidence of taxation, or municipal finances might 
well have found a more elaborate treatment. 

Italy's economic and financial horizon is not quite without shadows, as 
might appear fro e author’s approach to the subject, particularly since 
he has not a single word of censure to offer in regard to Italy’s financial 
policies, with her huge indebtedness, her barely balanced budget, and her 
rather liberal] governmental and military expenditures. But the author does 
justice to the importance of one particular measure in his country’s finan- 
cial reconstruction: the stabilization of the lira at a new level, effected in 
1927. The reduction of the national debt still presents one of Italy’s most 
pressing problems, in spite of the singular ability of her representatives in 
the debt-funding agreements arrived at with the United States govern- 
ment when the principal owed to the United States was reduced to about 
27 per cent of the original debt. 

Italy has a g nment monopoly on tobacco and salt which yields large 
revenues. Tobacco alone contributed 3,572,000,000 lire (over $185,000,000). 
The tobacco monopoly is said to be “Italy’s greatest industry managed 
under an excellent administration’; and 81 per cent of the tobacco con- 
sumed is grown within the country. Italy is a tax-ridden country; indirect 
taxes contribute 27 per cent to the national revenue. Among the other 
sources of revel ire taxes on manufactures, sales, income, inheritance, 
property, unearned ‘ement, exemption from military service, etc. The 
Fascist policy of encouraging population growth has led to the adoption 
of a bachelor tax, s mented by tax exemption for large families; gov- 
ernment employees exempt from taxes when they have seven, ordinary 
civilians when t! n children. a 

Hernpon, J. G., Jr. Your new income tax: the present federal income tat 
law illustrated and explained. (Philadelphia; Winston. 1932. Pp. 238. $2.) 

Hopeson, J. G., compiler. Cancellation of international war debts. Ref. shelf, 
vol. viii, no. 4. (New York: Wilson. 1982. Pp. 226. 90c.) 

An up-to-date compendium of references and extracts from current 4t 
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ticles. Briefs of affirmative and negative arguments are presented, followed 
by 30 pages of references. This conveniently supplements Gerould and 
Turnbull’s earlier compilation, Selected Articles on Inter-Allied Debts and 
Revision of the Debt Settlements. 

Hunrer, M. H. The expenditure of state funds in Illinois. Bull. no. 48. 
(Urbana: Univ. of Illinois Bur. of Bus. Res. 1932. Pp. 40.) 

Meecu, Harmon, Lytie anp Briackmore. The fiscal problems of munici- 
palities of New York State, with comparative statistics for second and 
third-class cities. (Buffalo: Authors. 1932. Pp. 48.) 

Mitts, M. C. and Srarr, G. W. Readings in public finance and taxation. 
(New York: Macmillan. 1932. Pp. xvi, 823. $3.50.) 

Monrcomery, R. H. Federal tar handbook: Revenue act of 1932. (New 
York: Ronald. 1932. Pp. xiv, 1085. $7.50.) 

Rankin, E. R., compiler. The sales tax. (Chapel Hill: Univ. of No. Carolina 
Press. 1982. Pp. 87. 50c.) 

A debate handbook on the question: Resolved that North Carolina should 
adopt the sales tax as a feature of the state system of revenue. General 
afirmatives and negatives are provided with extracts from articles. 

Rierz, A. Englands Staatsanleithen nach dem Kriege. (Berlin: Berliner 
Kommissions-Buchhandlung. 1982. Pp. 98.) 

Simpson, H. D. The effects of a property tax offset under an income taz. 
(Chicago: Northwestern Univ. Inst. for Econ. Research. 1932. Pp. 55. 
$1.) 

The question whether property taxes paid should be allowed to offset 
income taxes due has attained a new importance in recent years because 
of the demand for state income taxes to provide relief for the payers of 
property taxes. In this book, little in pages but big in content, this ques- 
tion is answered. On the basis of data for 1928 on the incomes and taxation 
of 5,100 individuals and 13,104 corporations in Wisconsin, Professor Simp- 
son analyzes, first the effects of an unlimited property tax offset, then the 
effects of specific and percentage property tax offsets. 

Among the leading conclusions of this study are that the operation of 
an unlimited property tax offset would have reduced the Wisconsin in- 
come tax revenue in 1928 by 5114 per cent; that the issue of a property 
tax offset is not between property owners and non-property owners but 
rather is to be found in the effects of this offset on the various classes of 
property-owners; and that, “the offset confers its largest relief in exactly 
the quarters where relief is least needed.” 

Professor Simpson finds a limited offset of the specific or lump-sum 
variety to be less bad in its distribution of benefits but remarks that this 
type of offset retains in some degree one of the bad effects of the un- 
limited type in that the relief granted by it is not related to the need for 
relief. His concluding statement is that a sound tax policy will choose 
between the lump-sum variety of property tax offset and an income tax 
without an offset. 

ye monograph is excellent. It is well written and of real significance in 
its field. 

M. Stave Kenprick 


Siupson, H. D. and Burton, J. E. The valuation of vacant land in suburban 
areas: Chicago area. Res. monog. no. 2. (Chicago: Northwestern Univ. 
Inst. for Econ. Research. 1931. Pp. 56.) 
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Spanc ter, F. L. Operation of debt and taz rate limits in the State of New 
York. Spec. rep. no. 5. (Albany: N. Y. State Tax Commission. 1932, Pp. 
247.) 

This study proper begins with an account of the establishment of debt 
and tax limit provisions in the constitution of New York and then traces 
the liberalization of the debt limit under the pressure of demand for ad- 
ditional borrowed funds with which to meet the cost of public improvements, 
Next an interpretation of present constitutional provisions is made and the 
various statutory and charter provisions are examined. Succeeding chapters 
give a critical analysis of the operation of the debt limit in New York 
City, Buffalo and Rochester and in the smaller cities and subdivisions of 
the state; suggest improvemse nts in the debt limit provisions of the consti- 
tution; and condemn tax limits. 

Mr. Spangler finds that debt limits have been of small effectiveness 
in New York and that “the tax limit by encouraging the use of deficiency 
bonding and thus increasing non-productive expenditure in the form of 
interest charges payable out of taxation, has in reality increased the tax 
burden in proportion to the results obtained rather than decreased it.” He 
suggests that the tax limit provisions in the constitution be repealed and 
that the debt limit provisions be made more flexible through a greater use 
of statutory instead of constitutional limitations. 

M. Suave Kenprick 


D. C. La stion arancelaria en Mexico. (Chapala, Jalisco: 
Author. 1932. Pp. 101 


This study of Mexico’s tariff history is the third volume of a proposed 
series of five similar pamphlets dealing with Mexico’s economic foreign 
policies. As this publication is the only one existing on this important sub- 
ject, it is a valuable contribution. During the past 112 years of Mexico's 
independence, the tariff has been changed 14 times, mostly in the form of 
upward revision. The case of Mexico seems to corroborate the familiar ob- 
servation that tariffs tend to increase with the age of a nation. During the 
first half of the past century the importation of certain goods which could 
be produced within Mexico was prohibited. Among these goods were sugar, 
coffee, flour, corn, lard, and wheat. The last tariff law was enacted in 1930. 
Its rates are very high. The ad valorem duties range from 25 to 350 per 
cent, the latter duty applying to cocoa, butter, and cheese. In addition to 
these customs duties, foreign goods are subjected to a number of other taxes 
for fees. In 1929 the revenue collected from custom duties totaled (Mexi- 
can) $110,665,659. 

Mexico is one of the leading protectionist countries. Her foreign trade is 
greatly restricted: in 1930 her imports totaled (Mexican) $293,806,950, 
which is less than ten American dollars per capita. The Mexican govern- 
ment has found customs duties to be a profitable source of revenue. The na- 
tion’s protectionist policies have at times been dictated by the desire to 
encourage infant industries, but generally speaking, the protective tariff 
was the football of politics rather than the result of a clearly defined policy. 
Sefior Villegas has collected valuable material and made a creditable con- 
tribution to the economic history of our sister nation. 

Joun Ricnarp 


Wiruers, W. The retirement of national debts: the theory and history since 
the World War. (New York: Columbia Univ. Press. 1982. Pp. 844. $5.) 
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Draft customs nomenclature. (Geneva: League of Nations. Boston: World 
Peace Foundation. 1931. Pp. 138. $1.20.) 

A continuation of the work of the sub-committee of experts of the Eco- 
nomic Committee of the League of Nations for the unification of customs 
tariff nomenclature. The first draft framework was published in 1928. The 
special purpose of this. volume is to distribute within the framework re- 
ferred to above the various classes of goods which enter into international 
trade. This is the more desirable because under existing tariffs a com- 
modity may be specifically mentioned in one tariff to appear under a col- 
lective heading in another. 

Federal Revenue act of 1932, with amended or unrepealed provisions of 1926 
and 1928 acts, and footnote comparisons to income tax provisions of 1926 
and 1928 acts, as well as tables showing computation of income, estate 
and gift tares. (New York: Prentice-Hall. 1932. Pp. vi, 209.) 

Inheritance and estate tax manual, incorporating provisions of Revenue act 
of 1982. (New York: Prentice-Hall. 1982. Pp. 223.) 

Your money and your taxes. (Madison: Wisconsin Taxpayers Alliance. Pp. 
48, Gratis.) 


Population and Migration 


Fertility and Reproduction: Methods of Measuring the Balance of 
Births and Deaths. By Roxsert R. Kuczynsxt. (New York: Falcon 
Press. 1932. Pp. 94. $1.85.) 

The post-war period has brought a lively and widespread interest in 
problems of population. We had first a revival of Malthusianism, during 
which we were told in resonant tones that mankind had reached another 
crossroads and that there would soon be standing room only. This was 
logical in the light of the facts as they were understood up to the publi- 
cation in September, 1925, of an article, “On the True Rate of Natural 
Increase as Exemplified by the Population of the United States, 1920,” 
by Dublin and Lotka. That epochal article made clear to many, what 
had been clear to few before, among them Kuczynski, that an age compo- 
sition unusually favorable to mortality and to fertility would camou- 
flage the true state of both. Setting out from the mortality table and a 
fertility table for females of all marital states, they set forth a method 
of determining the ratio of births in two successive generations, the mean 
length of a generation, the annual rate of increase, and the birth and 
death rates of a “stable” population. 

In the present work, Kuezynski elucidates his concepts of general and 
‘otal fertility, and gross and net reproduction rates. This latter measure 
was used by him in his volumes on The Balance of Births and Deaths 
‘o show that the populations of the various countries of northwestern 
Europe are doomed to die out, regardless of changes in mortality, unless 
there is a revival of fertility. The main object of the present work, how- 
‘ver, is to simplify and make generally available the methods of Dublin 
and Lotka for determining the characteristics of a “stable” population. 
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This concept goes beyond that of the stationary population derived from 
the mortality table, in that it determines the stabilized age composition 
on of given fertility and mortality rates. Kuczyn- 
ski pronounces thé thods involved “the only great progress that has 


resulting from t] 
been made in the methodology of measuring net reproduction since 
Boeckh in 1886 published his first fertility table” (pp. 62-63). It js 
first necessary to show that a stable age composition would ultimately 
occur where net { ty is either less than or greater than mortality, 
Thereafter are set forth methods for determining the above-mentioned 
characteristics of a “stable” population. In the Appendix (pp. 41-92), 
the Dublin-Lotka article is largely reproduced with comment and criti- 
cism and a numerical example is given. 

The book will s a very useful purpose, though it cannot be pro- 
nounced a first-rate piece of exposition. The language is obscure in a 
number of passages and somewhat elliptical in others. The assumption 
(p. 18) that “the proportion of the sexes of the newly-born does not 
materially differ for different ages of the mother” is highly question- 
able. If science deals with abstraction, this “stable” population method 
is science at its best. The mathematics involved are beyond the review- 
er’s critical capacity. If sound, they mark the beginning of a new epoch 
in demographic 

F. H. Hanxrys 

Smith College 
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Apams, W. F. Ireland and Irish emiqration to the new world, from 1815 to 
the famine. (New | en: Yale Univ. 1932. Pp. 451. $4.) 

GucuTeNeEERE, R. pe. La limitation des naissances. Coll. d’études phil. et 
religieuses. (B: Is: Ed. de la Cité Chetticans. 1931. Pp. 287.) 


Social Problems and Reforms 


NEW BOOKS 


Brairuwaire, D. and Dosrs, S. P. The distribution of consumable goods: 
an economic stud London: Routledge. 1932. Pp. xiii, 304. 10s. 6d.) 
CuaseE, S. A new deal Jew York: Macmillan. 1932. Pp. vii, 257. $2.) 


In this volun [r. Chase attacks the present economic order, attempts 
to divest the com] ve system (which is identified with laissez-faire) 0! 
every vestige of 1 tability, and calls for a new deal in the guise of 4 
National Planning Board which would guide our economic destinies in or 
derly and soul-satisfying fashion. 

The trained reader will find the author’s attack on the competitive sys 
tem unconvincing for several reasons. In the first place, he distorts the 
picture by excluding from the system such factors as dissemination of in- 
formation by th rnment, factory legislation, the prohibition of u~ 
fair competitive practices, and the control of credit, factors which either 
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raise the plane of competition or permit the utilization of competitive 
forces in the social interest. He thus portrays the system in a manner 
which would have met the disapproval of orthodox economists for half a 
century, although it might still commend itself to the president of the 
manufacturers’ association. 

In the second place, Mr. Chase fails to realize that our present difficul- 
ties have been prolonged and intensified in many instances by interference 
with certain fundamental aspects of the competitive system. Tariffs, ex- 
change restrictions, import quotas, and price-fixing schemes may be held 
accountable for much of our suffering. One may readily agree that the 
present system is much in need of overhauling, without believing that 
“Jaissez-faire [in the meaning of its defenders] has broken down beyond 
repair” (p. 216). It may not be repaired, but it could be. 

Finally, the author’s reasoning does not always inspire confidence in his 
conclusions. In addition to such astonishing statements as, “We have 
left the economy of scarcity behind and entered the economy of abund- 
ance” (p. 1) and, “For 2500 years, prices have been rising; a relentless 
inflationary process has been going on” (p. 32), the economist will find 
confusion between money and capital, untenable views with respect to 
wages and hours of labor, misunderstanding of the relation between pur- 
chasing power and distribution, and other unacceptable tenets. The un- 
soundness of much of the reasoning is such, in fact, that the reader will 
hardly fail to be amused when, on page 169, he finds Mr. Chase berating 
what he terms the Tories by stating that “they have not, alas, even had the 
sense to keep their mouths shut in the presence of matters they do not 
understand.” 

‘The chief merit of the book lies in its many pertinent criticisms of exist- 
ing evils. The author’s attitude toward the education of consumers (pp. 

232-235) is to be heartily endorsed ; his advocacy of the control of invest- 
ment (pp. 220-224) is worthy of consideration, although the method sug- 
gested may not meet with approval; his conclusions regarding the war debts 
and the tariff are commendable; and his censure of the wasteful exploita- 
tion of certain natural resources will meet with general agreement. In short, 
the book furnishes plentiful evidence of Mr. Chase’s ability as a critic. 
As an economic treatise on the depression, however, it has its weak spots. 
Written with typical Chasian vigor and assurance in a vivid and forceful 
style, it will be apt to carry a conviction to the uninitiated which is not 
merited. The trained economist, on the other hand, is in a position to dis- 
count the exaggeration and distortion and to derive some benefit from the 
many pertinent criticisms which are to be found throughout the book. 
Freperick A. Braprorp 


Curtis, G. W. System of financial control for hospitals. (San Francisco: 
sae 1932. Pp. 46.) 

Davis, M. M. and Rorem, C. R. The crisis in hospital finance, and other 
studies in hospital economics. Medical econ. ser. (Chicago: Univ. of Chi- 
cago Press. 1932. Pp. 258. $2.50.) 

Dickinson, H. D. Institutional revenue: a study of the influence of social 
en on the distribution of wealth. (London: Allen and Unwin. 10s. 
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Frysercer, H. E. Riches for all. (New York: Advance Pub. Co. 1932. Pp. 
v, 138. $1.) 
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A criticism of the concentration of wealth in the possession of a fey, 
and an argument for a more equitable distribution—written in a sober spirit 
and free from violent denunciation. 

Grr, W. Research barriers in the South. (New York: Century. 1932. Pp, ir, 
192. $2.25.) 

Gipeonse, H. D., editor kntredaatars general course in the social sciences: 
syllabus and selected readings. 2nd prel. ed. (Chicago: Univ. of Chicago 
Bookstore, distributor. 1932. Pp. xiv, 525.) 

———. Second-year course in the eodial sciences: syllabus and selecied 
readings. Prel. ed. (Chicago: Univ. of Chicago Bookstore, distributor. 1939. 
Pp. xv, 287.) 

Gries, J. M. and Forp, J., editors. Farm and village housing. Report of the 
Committee on Farm and Village Housing. (Washington: President’s Conf. 
on Home Bldg. and Home Ownership. 1932. Pp. xviii, 293.) 

Hunt ey, K. E. Financial trends of agencies engaged i in giving outdoor rel; ief 
in New York City: a section of the study of financial trends of organized 
social work in New York City. (New York: Welfare Council of N. Y. 1931. 
Pp. xv, 54.) 

Karpr, F. B. American social psychology: its origins, development and Eu- 
ropean <g * nd. (New York: McGraw-Hill. 1932. Pp. 461. $3.50.) 
LirppMANN, W. Interpretations, 1931-82. (New York: Macmillan. 1932. Pp. 

xi, 361. $2.50.) 

A cates. of brief articles published in the New York Herald Tri- 
bune during the past two years. Of more special interest to the student of 
economics are the comments on the depression and remedies discussed in 
Congress. 

Lyncu, D. T. Criminals and politicians. (New York: Macmillan. 1932. Pp. 
256. $2.) 

MacDoveatt, E. D., editor. Crime for profit: a symposium on mercenary 
crime. (Boston: Stratford Co. 1982. $2.) 

Monrog, D. Chicago families: a study of unpublished census data. Soc. sci. 
stud. no. 22. (Chicago: Univ. of Chicago Press. 1932. Pp. xxii, 344. $3.) 


This is a representative study of Chicago families. The sample consisted 
of 23,378 families chosen from the records of the Bureau of the Census. 
Excluding negroes, this investigation covered every thirtieth household. As 
a consequence we have here a typical picture of an urban community. The 
report presents data that are of great value to economists, sociologists and 
social workers. 

Broken households appear in less than one-seventh of the cases and home 
makers from 25 1 ears of age constitute nearly one-third of the total 
number. The one-fa household dominates but many multiple households 
and families har! relatives were discovered. In slightly more than one- 
half of the housel there was but one employee. The unskilled group 
revealed a smaller proportion of families giving aid to relatives than was 
true of the others. A careful study was made of the size and composition 
of the families. Although he 3 average size of the household was 4, that of 
the families themselves averaged only 8.8. Families of more than 5 persons 
each, however, numbered ne arly 16 per cent of the total. On the basis of 
the study it was estimated that more than 250,000 persons 15 years of age 
and over in the city lived apart from their families or their relatives. 


Two long chapters are given to the subjects of employment and ear- 
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nings. Of comparative importance are the figures relating to the proportion 
of family heads classified as unskilled, skilled, professional workers and 
independent business men. Valuable facts relative to working women and 
children are also presented. 

In the appendices is found not only additional direct information but 
collateral facts of interest and value. A study such as this, which does not 
limit itself to investigation of the lower wage groups but takes a cross 
section of the entire city, is greatly worth while. The study, however, 
limits itself largely to the economic aspect of the problem. Other phases 
are likewise in need of investigation. 


Georce B. Mancotp 


Neanine, S. Must we starve? (New York: Vanguard. 1932. Pp. 290. $2.50.) 

Newson, F. The eleventh commandment. (New York: Viking. 1933. Pp. xii, 
283. $2.50.) 

Orreca, J. The revolt of the masses. Translated from the Spanish. (New 
York: Norton. 1932. Pp. 204. $2.75.) 

Overacker, L. Money in elections. (New York: Macmillan. 1932. Pp. xiii, 
476. $3.50.) 

Parrerson, E. M. America: world leader or world led? (New York: Century. 
1932. Pp. 174. $1.50.) 

Parrerson, E, M., editor. Essentials for prosperity. Manchuria and the 
Lytton Report. Gold: a world problem. Annals, vol. 165. (Philadelphia: 
American Acad. of Pol. and Soc. Sci. 1933. Pp. 264. $2.) 

Articles on unemployment, anti-trust laws, federal expenditures and the 
gold problem. 

Peestes, A. and McDermorr, V. D. Nursing services and insurance for 
medical care in Brattleboro, Vermont: a study of the activities of the 
Thomas Thompson trust. (Chicago: Univ. of Chicago Press. 1932. Pp. 
villi, 65. ) 

Pures, H. A. Contemporary social problems. (New York: Prentice-Hall. 
1932. Pp. x, 783.) 

Pitkin, W. B. The consumer: his nature and his changing habits. (New 
York: McGraw-Hill. 1932. Pp. xiii, 421. $4.) 

Remuarpt, J. M. and Davies, G. R. Principles and methods of sociology. 
(New York: Prentice-Hall. 1932. Pp. xxv, 685.) 

Rocxwoop, E, and Srreet, A. J. Social protective work of public agencies, 
with special emphasis on the policewoman. (Washington: Nat. League of 
Women Voters. 1982. Pp. 22.) 

Rirke, W. Weltwirtschaft eine Notwendigkeit der deutschen Wirtschaft. 
(Tiibingen: Mohr. 1982. Pp. 26.) 

This is a well reasoned, effectively presented and timely argument 
against the growing excesses of economic nationalism with their crip- 
pling effect upon the volume of international trade. The author is par- 
ticularly critical of those German leaders who for nationalistic reasons 
encourage the spread of the doctrine of economic self-sufficiency (Autarkie ) 
for Germany without realizing that a rigid application of this policy would 

doom 20,000,000 Germans to starvation or emigration. 

Natuan Reicu 


Sem ver, F. C. S. Social decay and eugenical reform. (New York: Long and 
Smith. 1932. Pp. 164, $1.75.) 


170 


J. G. Fa 


1932. Pp. xvi, 3 


This is a cle 
ing the Unite 
bers of the f 
standard in tl 


gets, bonds an 


trade,” by Frat 


eign investmen 
ed,” by Stanl 
James Gerald 
Fetter; (8) “I 
Fournier; (9 
(10) “Liquor 
‘Whither agi 
ployment,” by 
The introdi 
roblem is th 
more eftect 
being.” 
The volume 
to college studs 
Tay LOR, M. d 
ducted by 
Boston: 
Tuomas, N. 


$2.40.) 
TRUEBLOOop, B. 
Privatel) print 
Pp. xxviii, 24 
VeenstrA, T. A 
Monog. no. 1. 
Pp. 99.) 
VITELEs, M. S. 


p. 
Wuirg, L. 
ment. Soc. s 
105. $1.50. 
Child labor fact 
Ave. 1932. 
Four great ency 
York: Paulist 
Housing object 
Bldg. and Hor 


Reviews and New Books [ March 


ts: an economic diagnosis. (New York: Putnam. 


lating diagnosis of economic problems now fac. 
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ites,” by Edwin Walter Kemmerer; (2) “Bud 

by Harley L. Lutz; (3) “Tariff policy and foreign 
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power and light industry,” by Leslie Thomas 
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fessor Frank A. Fetter notes that the general 

»f an old and simpler political individualism into 

1 of social control to achieve the general well- 


mended not only to the non-academic public but 


| work. positions in Massachusetts, 1932: con- 

nter, American Association of Social Workers. 

Workers, 25 Blossom St. 1932. Pp. 81. 25c. 
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Medical care for the American people. Final report of the Committee on 
the Costs of Medical Care. (Chicago: Univ. of Chicago Press. 1932. Pp. 
xvi, 218.) 

Surveys of organized medical service: abstracts of five reports on organized 
facilities for the provision of medical care. (Washington: Committee on the 
Costs of Medical Care. 1982. Pp. 67.) 

The committee arrived at the following conclusions: (1) organization 
can effect economy in providing services; (2) financial] returns to practi- 
tioners can be increased and stabilized; (3) without sacrifice of quality, a 
larger volume of medical care can be provided than under usual condi- 
tions; (4) the total costs of medical care can be reduced; (5) the burden 
of costs can be distributed over the total population eligible to receive 
care from the organized agencies. 


Insurance and Pensions 


NEW BOOKS 


AnustronG, B,. N. Insuring the essentials: minimum wage plus social in- 
surance—a living wage program. (New York: Macmillan. 1932. Pp. xvii, 
717. $5.) 

Fisu, R. C. Indeax-digest of life, accident and health insurance decisions 
cumulative). Vol. II. 1926—1931. (Indianapolis: Chas. Moran Press. 
1932. Pp. 200.) 

Jones, F. R. Ominous abuses threatening the insurability of workmen’s com- 
pensation. Address delivered at the Annual Convention of the International 
Assoc. of Insur. Counsel at White Sulphur Springs, W. Va., Sept. 8, 1932. 

New York: Assoc. of Casualty and Surety Executives, 1 Park Ave. 1932. 
Pp. 27.) 

The Association of Life Insurance Presidents: proceedings of the twenty- 
sitth annual convention, held in the Waldorf-Astoria, New York City, De- 
cember 8 and 9, 1932. (New York: Assoc. of Life Insur. Pres. 1932. Pp. 
280.) 

Atlantic Mutual Insurance Company: ninety years of marine insurance, 1842- 
1/32. (New York: Triggs Color Printing Corp. 1932. Pp. 111.) 

Royal Commission on Unemployment Insurance: final report presented by 
the Secretary of State for the Home Department to Parliament by com- 
mand of His Majesty, November, 1982. (London: H. M. Stationery Of- 
fice. 1932. Pp. viii, 529. 7s. 6d.) 

Unemployment insurance and various forms of relief for the unemployed. 
Internat. Labour Conf., 17th sess. (Geneva: Internat. Labour Office. 1933. 
Pp. vii, 299.) 

“The present report deals first with the definition of unemployment and 
in particular with the question whether short-time workers are to be in- 
cluded or excluded. Secondly, it proceeds to examine the scope of unem- 
ployment benefit schemes, and here special attention is paid to agriculture, 
partly because of its great importance and partly because of the fact that 
in most countries agricultural workers are excluded from existing schemes. 
Thirdly, the conditions which have to be complied with in order to entitle a 
claimant to benefit and the disqualifications which cause him to lose his 
benefit are passed in review. Fourthly, the report deals with the nature 
and duration of benefits, and in this connection reference is made to facili- 
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ties other than cash benefits, such as the provision of employment er- 
changes and courses of instruction, the payment of fares, the granting of 
tools and clothing and the institution of public works. Fifthly, the financia] 
organization is studied and in this chapter the important question of con- 
tributions is dealt with. Sixthly, some information is given on the adminis- 
trative organization and, finally, a chapter is devoted to the question of 
the treatment of foreigners. This is followed by an enumeration of the 
points on which the governments may be consulted.” 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


Lane, F. E. American charities and the child of the immigrant: a study of 
typical child caring institutions in New York and Massachusetts between 
the years 1845 and 18 (Washington: Catholic Univ. of America. 1932. 
Pp. xii, 172. $1.25 


Socialism and Co-operative Enterprises 


NEW BOOKS 

Doszert, G., editor. Red economics. (Boston: Houghton Mifflin. 1932. Pp. 
xxiv, 327. $3.) 

Greece, R. B. Gand versus socialism. Pamph. no. 17. (New York: John 
Day. 1932. Pp. 30. 25c.) 

Marx, K. Capital; the communist manifesto, and other writings. Edited by 
Max Eastman, with An unpublished essay on Marzism by Lenin. (New 
York: Modern Library. 1932. Pp. 455. 95c.) 

Motpennauer, K. Kreditpolitik und Gesellschaftsreform: eine international- 
vergleichende Untersuchung zur Problemgeschichte des Sozialismus. 
(Jena: Fischer. 1932. Pp. xvi, 184. RM. 8.) 

Morrison, H. An easy outline of modern socialism. (London: The Labour 
Party. 1932. Pp. 16. 2d 

Newrana, O. Capitalism and communism: a reconciliation. (New York: Put- 
nam. 1982. Pp. 296. $2.50.) 

Raver, P. J. Recent technological developments and the municipally owned 
power plant. Res. monog. no. 6. (Chicago: Inst. for Econ. Research, 1932. 
Pp. 86. $1.50.) 


Statistics and Its Methods 


NEW BOOKS 


Epstein, R. C. and Ciarx, F. M. A source-book for the study of industrial 
profits. (Washington: Supt. Docs. 1932. Pp. 207.) 

This is a lithoprinted volume made up of 160 tables (108 to 114 appear 
to be missing) based, apparently, on data drawn from federal income tax 
returns. It is “intended neither for reading nor for reference” but “is 
offered to the research economist and statistician as something to be worked 
with and interpreted in such ways as seem fruitful.” The compilers em- 
phasize the fact that the tables are based on limited samples, and they 
leave all deductions to those who may care to make use of the material. 

Data are presented for trading, mining, and financial corporations, 
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as well as for “industrial” or manufacturing companies, arranged in terms 
of numerous “major groups,” “minor groups,” and special “subgroups.” 
In manufacturing, for example, 16 major groups and 74 minor groups are 
recognized. Part I (Tables 1-48) exhibits data for 3,056 identical corpora- 
tions (manufacturing, 2,046; trading, 664; finance, 346) for the period of 
1919-1928 (with some years omitted in the case of certain data). Combined 
figures (by minor groups) are presented for sales, ‘‘total net income” 
(meaning profits before deduction of federal income taxes), “capitalization” 
(meaning total stock equity, which would be a much better label), bonded 
debt, federal income tax, dividends received, inventories, cash dividends 
paid, capital assets, and intangibles. Frequency distributions (by major 
groups) are displayed for “capitalization,” “total capital’ (meaning “‘capi- 
talization” plus bonded debt), total net income, percentage of total net 
income to “capitalization,” and percentage of “total profit” (meaning 
“total net income” with estimated interest on bonded debt added back, an 
unusual usage for the term “‘profit”) to “total capital.” 

Part II (Tables 49-53) presents certain data for a special sample of 
71 manufacturing companies; Part III (Tables 54-67) is based on samples 
of non-identical manufacturing corporations (all having positive net in- 
come), the ground covered corresponding to that of Part I; Part IV (Ta- 
bles 68-77) presents further special facts (with respect to date of incor- 
poration, geographical region, ete.) for the corporations covered in preced- 
ing tables; Part V (Tables 78-107) deals with corporations in selected 
subgroups, all with positive “total net incomes”; Part VI, with some tables 
omitted in reviewer’s copy, presents data for 88 mining corporations; Part 
VII (Tables 118-124) exhibits “special distributions relating to corpora- 
tions for which other data have been presented in Parts I and II”; Part 
VIII (Tables 125-133) displays “figures for non-identical manufacturing 
companies with small “total net incomes,” for the most part under $2,000; 
Part IX (Tables 134-141) shows data for “samples of non-identical manu- 
facturing corporations with negative total net income”; Part X (Tables 
142-160) covers “‘miscellaneous data” supplementary to preceding tables. 

That these compilations will be of decided interest to students of cor- 
porate profits goes without saying. Just what practical use will be made 
of them, however, it is difficult to predict. At the least they should afford a 
valuable check on the results of special studies in this field. 

W. A. Paton 


Pup, M. The principles of financial and statistical mathematics. (New 
York: Prentice-Hall. 1932. Pp. 405. $3.50.) 
Guide to current official statistics. Vol. x, 1981. (London: H. M. Stationery 
sstvial Office. 1932. 1s.) 
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PERIODICALS 


Owing to the disconti e of Social Science Abstracts at the close of Volume 
IV in December, 1932, it elieved advisable to publish the titles of articles ip 
leading periodicals in the ral fields of economics. It is possible that in the future 
brief abstracts may als ded; but arrangements for this service will have to 
be for the present postpor 


General Works, Theory and Its History 


Bompaire, F. L’économis thématique d’aprés comparée de ses représentants les 
plus typiques: A. A irnot, IL. Walrds, V. Pareto. Rev. d’Econ. Pol., July-Aug, 
1932. Pp. 26. 

Bousauet, G. H. Osserz sulla teoria della dimensioni economiche. Gior. d. Econ., 
Sept., 1932. Pp. 8. 

Brecuia, A. In tema di costi crescenti. Giorn. d. Econ., Oct., 1932. Pp. 9. 

Cuartes, A. G. Control upply by primary producers. Jour. Econ. Soc. So. Africa, 
vol. v, no. 9. Pp. 15 

DemaniA, G. Di un principio di indeterminazione in economia dinamica. Rev. Internaz. 
di Sci. Soc., Sept., 1932. Pp. 40 

Fax, W. Hegel’s Freiheitsidee in der Mara'schen Dialektik. Archiv f. Sozialwiss. u. 
Socialpol., Nov., 1932. ] 

Fanrani, A. Natura di bisogno in una visione integrale della realta 
economica. Economia, Sept., 1932. Pp. 15. 

Fisher, A. G. B. Fund presuppositions for successful economic planning. 
Econ. Record, Oct., 193 

GiovenaLE, B. Formazione e investimento del risparmio. Giorn. d. Econ., Sept., 1982. 
Pp. 16. 

Harris, A. L. Types of institutionalism. Jour. Pol. Econ., Dec., 1932. Pp. 29. 

Hore.iinc, H. Edgeworth’s taxation paradox and the nature of demand and supply 
functions, Jour, Pol. Econ., Oct., 1932. Pp. 40. 

Jounson, E. A. J. British 7 intalist doctrines concerning the “exportation of work” 
and “foreign-paid in Jour. Pol. Econ., Dec., 1932. Pp. 21. 

JABADESSA, R. Sviluppi de ‘dinamento corporativo. Economica, Sept., 1932. Pp. 9 
,ASSERRE, G. Essai d’u fication économique des enterprises. Rev. d’Econ. Pol. 
July-Aug., 1932. Pp. 34 

Macuuvp, F. Die Theorie der Kapitalflucht. Weltwirtsch. Archiv, Oct., 1932. Pp. 18. 

Marcet, A. W. The stat surement of the “velocity of circulation of goods.” 
Quart. Jour. Econ., Nov., 19382. Pp. 35. 

—_——. The defin concept of a “velocity of circulation of goods.” 
Economica, Nov., 1932 2 

Mazze1, I. La bilancia ca internazionale nel pensiero dei mercantilisti. Eco- 
nomia, Sept., 1932. Py 

NeissNer, H. Lohnhoh | Beschaftigungsgrad im Marktgleichgewicht. Welt- 
wirtsch. Archiv, Oct., 193 

Petricsko, N. A theory s. Jour. Pol. Econ., Dec., 1932. Pp. 6. 

Picovu, A. C. Reparati l the ratio of international interchange. Econ. Jour., Dec., 
1982. Pp. 12. 

Prrov, G. Une théorie lu salaire. Rev. d’Econ. Pol., July-Aug., 1932. Pp. 23. 

Rosinson, J. Imperfect « tition and falling supply price. Econ. Jour., Dec., 1932. 
Pp... 21. 

Scunewer, E. Uber die Nacl ye nach Produktionsmitteln und ihre Elastizitat. 
Jahrb. f. Nationalok Stat., Dec., 1932. 

Srimito, U. Economia j matica, Nuovi Stud. di Dir., Econ. e. Pol. June-Oct., 
1932. Pp. 9. 

Tuompson, C. D. A special type of utility function. Indian Jour. Econ., Oct., 1982. 
Pp. 16. 
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pe. Vecento, G. Zur theoretischen Analyse der Weltwirtschaftskrisis. Weltwirtsch. 
Archiv, Oct., 1982. Pp. 34. 

Viner, J. The doctrine of comparative costs. Weltwirtsch. Archiv, Oct., 1932. Pp. 59. 

Wrixpercer, O. Uber den Begriff der “mittleren” Seltenheit (rareté) in den Elements 
d'Economie Politique Pure bei Léon Walrds. Schmollers Jahrb., 56 Jahrg., Heft 
&. Pp. &. 

ZimmeRMAN, C. C. Ernst Engel’s law of expenditures for food. Quart. Jour. Econ., 
Nov., 1932. Pp. 24. 


Economic History and Geography 


Re.auNDE, V. A. Economic conditions in South America. Proc. of the Inst. of Pub. 
\ffairs, Sept., 1982. Pp. 9. 

CasseL, G. World economic reconstruction: a criticism of the economic resolution 
lopted by the International Labour Conference. Internat, Lab. Rev., Nov., 1932. 
Pp. 5. 

ect E. F. The place of Sweden in modern economic history. Econ. Hist. Rev., 
Oct., 1932. Pp. 22. 

Horruerr, R. L’Afrique, champ dexpérimentation des formules d’economie miate. 
Rev. d’Econ, Pol., Sept.-Oct., 1982. Pp. 19. 

James, E. L’état au secours des enterprises privées defaillantes. Rev. d’Econ. Pol., 
Sept.-Oct., 1932. Pp. 43. 

Kevrern, E. Die Wirtschaftsgesinnung des mittelalterlichen Ziinftlers. Schmollers 
Jahrb., 56 Jahrg., 5 Heft, 1982. Pp. 27. 

Lvzzatro, E. Economia e finanza nell’opera di Leone Wollemborg. Gior. d. Econ., 
Nov., 1932. Pp. 15. 

Mirnirzxy, M. Lohn und Konjunktur vor dem Kriege. Archiv fiir Sozialwiss. und 
Socialpolitik, Dee., 1982. Pp. 33. 

Moviron, H. G. War debts and reparations. Proc. of the Inst. of Pub. Affairs, Sept., 
1932. Pp. 18. 

M. O. K. Il tramonto della neutralita economica Svizzera. Rev. di Pol. Econ., July- 
Aug., 1932. Pp. 13. 

Neate, E. P. The crisis in New Zealand. Econ. Rec., Oct., 1932. Pp. 18. 

Payen, E. Les dettes de VEurope enver les Etats-Unis. Jour. des Econ., Dec. 15, 
1932. Pp. 6. 

Prerre, R. J. L’Inde anglaise. Jour. des Econ., Dec. 15, 1932. Pp. 11. 

Porakov, W. N. Myths and realities about Soviet Russia. Harvard Bus. Rev., Oct., 
1932. Pp. 18. 

Prenout, A, Die Industrialisierung Russlands. Weltwirtsch. Archiv, Oct., 1932. Pp. 

Scuipant, F. L’organizzazione economica e lattivita produttiva dell’Albania. Rev. 
di Pol., Nov., 1982. Pp. 11. 

Suirras, G. I’. The situation in India—a rejoiner. Econ. Jour., Dec., 1932. Pp. 12. 

lonn, G. Some aspects of joint-stock companies, 1844-1900. Econ. Hist. Rev., Oct., 
1932. Pp. 26. 

Vanca, E. Le developpement économique de la Hongrie mutilée. Jour. de la Soc. 
Hongroise de Stat., 19382, nos. 1 and 2. Pp. 38. 

Woon, G. L. Reparations and war debts, Econ. Rec., suppl., Oct., 1932. Pp. 15. 


Agriculture, Mining, Forestry, and Fisheries 


Beisnaw, H. and Srepuens, F. B. The financing of afforestation, flax, tobacco and 
fung oil companies. Econ. Rec., Dec., 1982. Pp. 25. 

Davis, B. A. Marketing problems of bituminous coal, Harvard Bus. Rev., Oct., 1932. 
Pp. 10. 


Fisuer, A. G. B. Sliding scales in depression; New Zealand wheat. Econ. Rec., Dec., 
1932. Pp. 8, 
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Garey, L. F. Wealth accumulation by farmers. Social Forces, Oct., 1982. Pp. 8. 

Grossxorr, J. F. W. The future of farming in South Africa. Jour. of the Econ. Soc. 
of So. Africa, no. 9, 1932. Pp. 14 

James, C. L. International control of tin ore. Harvard Bus. Rev., Oct., 1982. Pp. 9. 

ve K., C. L’industrie houillére polonaise. Jour. des Econ., Oct. 15, 1982. Pp. 6, 

DE Kownackl, C. La « ce des pays agricoles a Varsovie (24-27 aout, 1932), 
Jour. des Econ., Dec. 15, 1932. Pp. 8. 

Lam, M. Les difficultés jriculture frangaise. Rev. Econ. Internat., Noyv., 1999. 
Pp. 31. 

Nair, P. D. The marketing of agricultural produce in the central provinces and Berar. 
Indian Jour. Econ., Oct., 1932. Pp. 20. 

Prummer, A. The British wheat act, 1932. Quart. Jour. Econ., Nov., 1982. Pp. 15. 

Ritter, K. Zur Problemati er Agrarkrisen. Zeitschr. fiir die gesamte Staatswiss,, 
Oct., 1932. Pp. 31. 

Stmonce.u, D. Sovvenzione statali per favorire il credito minerario. Rev. Ital. dj 
Stat., Econ. e Fin., Sept., 1932. Pp. 54. 

Sottonus, W. A. Agricultural debts in Roumania. Econ. Jour., Dec., 1982, Po. 7. 

SterHens, F. B. Some } ms of dairy marketing. Econ. Rec., suppl., Oct., 1982, 
Pp. 14. 

Stuart, C. E. Coal, and the anti-trust law. Rev. of Revs., Dec., 1982. Pp. 4. 


Manufacturing Industries 


Fone, H. D. Cotton industry and trade in China. Chinese Soc. and Pol. Sci. Rev., Oct., 
1932. Pp. 78. 

Lent, L. Alcuni indici sulle lustrie tessili.italiane. Gior. d. Econ., Nov., 1932. Pp. 24. 

Lincotn, J. T. The c extile machine industry. Harvard Bus. Rev., Oct., 1932. 
Pp. 9. 

PervoucHineE, N. L’indusi mondiale du pétrole au tournant. Rev. Econ. Internat. 
Nov., 1932. Pp. 23. 

Saxer, A. Das Lohnproblem in der Stickereiindustrie. Zeitschr. fiir Schweiz. Stat. 
und Volkswirtsch., 68 Jahrg., Heft 3, 1932. Pp. 63. 

Srratron, H. J. Technological development of American pottery industry. Jour. Pol. 
Econ., Oct., 1932. Py 


Transportation and Communication 


Berc, A. Die Entwicklu ler Wechselbeziehungen zwischen Bergbau und Eisen- 
bahnnetz im Ruhrgebiet. Archiv fiir Eisenbahnwes., Nov.-Dec., 1932. Pp. 33. 

Gretscn, R. Die Londone tergrundbahngruppe. Archiv fiir Eisenbahnwes., Sept.- 
Oct., 1932. Pp. 36. 

Kunatscueck, O. Die K en und Arbeiterpensionskassen, die Angestellten, Unfall 
und Arbeitslosenversicherung bei der Deutschen Reichsbahn im Jahr 1931. Archiv 
fiir Fisenbahnwes., S« t., 1982; Nov.-Dec., 1932. Pp. 22; 33. 

Lampert, M. B. The purchasing power of railroads. Rev. of Revs., Nov., 1932. Pp. 5. 

Leuner, F. Die Linis hrung innerstddtischer Vehrkehrsmittel. Archiv fiir Eisen- 
bahnwes., Sept.-Oct., 1932; Nov.-Dec., 1932. Pp. 80; 55. 

pe Novvion, G. Les g les compagnies de chemin de fer en 1981 (suite). Jour. des 
Econ., Oct. 15, 1932. P 


Trade, Commerce, and Commercial Crises 


Artuoer, H. B. and Dennis, S. J. Selected individual commodities and recent cyclical 
fluctuations in business. Rev. Econ. Stat., Nov. 15, 1982. Pp. 10. 

Basuipe, C. La notion de propriété en Angleterre et la crise économique. Rev. Econ. 
Internat., Oct., 1932. Py 

Bose, S.C. A study of In merican trade since 1875. Jour. of the Univ. of Bombay, 
July, 1932. Pp. 7. 
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BainkMANN, C. Gruppenautarkie und Freihandel im sudosteuropdischen Raum, Welt- 
wirtsch. Archiv, Oct., 1932. Pp. 20. 

Cansow, M. La crise économique en France. Jour. des Econ., Oct. 15, 1932. Pp. 9; 
Noy. 15, 1932. Pp. 11. 

Crank, J. M. The riddle of business cycles. Am. Fed., Oct., 19382. Pp. 7. 

Cray, H. British unemployment and the world depression. Lioyd’s Bank, Ltd. Mo. 
Rev., Dec., 1982. Pp. 16. 

Foxrester, R. B. Britain’s access to overseas markets. Econ. Jour., Dec., 1932. Pp. 15. 

Gerri, E. Il protezionismo e la crisi. La Riforma Soc., Nov.-Dec., 1932. Pp. 11. 

GiansporFF, M. Plans européens et américains, Rey. Econ. Internat., Oct., 1932. Pp. 80. 

Macrosty, H. W. The overseas trade of the United Kingdom, 1924-1931 (and discus- 
sion). Jour. of the Royal Stat. Soc., vol. xev, part 4, 1982. Pp. 49. 

Mosst, R. L’evolution du commerce exterieur de l’ Allemagne depuis 1925. Rev. Econ. 
Internat., Nov., 1932. Pp. 34. 

Mensur, M. C. The place of India in international commerce. Jour. of Univ. of Bom- 
bay, July, 1932. Pp. 21. 

Pasu, F. W. The investment aspect of the trade cycle. Jour. of the Econ. Soc. of So. 
Africa, no. 9, 1932. Pp. 18. 

Paven, FE. Le chaos financier et commercial. Jour. des Econ., Nov. 15, 1932. Pp. 7. 

Puerre, R. J. Le Canada, Jour. des Econ., Oct. 15, 1932. Pp. 13. 

Rosains, L. Consumption and the trade cycle. Economica, Nov., 1932. Pp. 18, 

Sauren, A. A year and a half of crisis. Yale Rev., winter, 1933. Pp. 17. 

Sarvanort, M. Aspetti della crisi australiana. La Rif. Soc., Sept.-Oct., 1932. Pp. 20. 

SuenkMAN, E. M. Russlands Zahlungsbilanz und Zahlungsverkehr mit dem Ausland. 
Weltwirtsch. Archiv, Oct., 1982. Pp. 28. 

Wneeter, C. E. New Zealand and the world crisis. 19th Cent., Dec., 1982. Pp. 10. 

Wuson, R. The Australian balance of payments. Econ. Rec., suppl., Oct., 1932. Pp. 11. 

Wooir, R. Reflexions sur les crises. Rev. d’Econ. Pol., July-Aug., 1932. Pp. 33. 


Accounting, Business Methods, Investments and the Exchanges 

Demuru, F. German trade associations, Jour. of Bus. of the Univ. of Chicago, Oct., 
19382. Pp. 14. 

Ervaunt, L. A favore delle azioni privilegiate. La Rif. Soc., Nov.-Dec., 1932. Pp. 12. 

Fireman, W. J. The economic significance of brokers’ loans. Jour. Pol. Econ., Oct., 
1932. Pp. 14. 

E.tswortu, P. T. The output of new corporation issues. Rev. Econ. Stat., Nov. 15, 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Promotion Series have been published No. 1388, Cocoa in 
Sado Tomé and Principe, by L. J. Schwarz (pp. 27, 5c.) ; No. 189, The Silver 
Market, by H. M. Bratter (pp. 95, 10c.). This contains an analysis of the 
world trade in silver, the organization of the market and determination of the 
price, the long-term trend in the price of silver, the position of that metal 
in the economic life of the United States, India and China, silver and oriental 
purchasing power, the movements of treasure to and from the Orient, and 
the outflow of gold from British India. There is an appendix containing a 
brief bibliography on silver. No. 140, Leather in the British Empire, by 
J. G. Schnitzer (pp. 102, 10c.); No. 142, Trading under the Laws of Colom- 
bia, by M. H. Ramir pp. 68, 10c.). 


The Federal Trade Commission has published a report on Price Bases In- 
quiry: the Basing-Point Formula and Cement Prices (Washington, March, 
1932, pp. 218, 30c.). 


The Federal Farm Board made a special report to Congress under date of 
December 7, 1932, making recommendations for legislation (Washington, 
pp. 18). The Board in its Third Annual Report for the year ending June 30, 
1932, summarizes the stabilization operations during the previous year and 
the codperative mat x developments (pp. 110, 10c.). The Board has 
also issued Bulletin No. 11, Dairy Products: Guide for Organizing Dairy 


Coéperative Market sociations (pp. 38, 5c.). 


The federal Department of Agriculture has issued Technical] Bulletin No. 
288, entitled Farm-Mortgage Credit, by D. L. Wickens (pp. 102, 20c.). 
This reviews the changes in farm-mortgage indebtedness since 1910, de- 
scribes the sources of farm-mortgage funds, and contains data showing the 
percentage of farms iortgage d and ratio of debt to value of farms, interest 
rates and management of farm-mortgage credit. There is a brief bibliog- 
raphy in the appen 


Labor 


The federal Bur »f Labor Statistics has issued the following bulletins: 
No. 568, Wages and Hours of Labor in the Manufacture of Silk and Rayon 
Goods: 1931 (November, 1982, pp. 57, 10c.). 
No. 571, Wages and Hours of Labor in the Furniture Industry, 1910 to 1931 
(November, 1932, pp. 58, 10c.). 


The Massachusetts Special Commission on Stabilization of Employment 
has released its Final Report (Boston, December, 1932, House Document 
No. 1200, pp. 250). Members of this Special Commission were Stanley King, 
chairman, Karl T. Compton, Henry S. Dennison, Henry P. Kendall, Joseph 
LaFontaine, James T. Moriarty, and Edwin S. Smith. 


The report of the Connecticut Unemployment Commission on Measures to 
Alleviate Unemployment in Connecticut has also appeared (Hartford, State 
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Office Bldg., December, 1932, pp. 205). This Commission was composed of 
James W. Hook, chairman, Howell Cheney, Clive Day, Harry C. Knight, 
and John W. Murphy. 


The Department of Labor of the State of New York in Special Bulletin 
No. 176 treats of Causes of Compensated Accidents, Year Ended June 30, 
1930 (pp. 71), and in Special Bulletin No. 178 of Cost of Compensation, 
Two Years, 1930 and 1931 (pp. 92). 


The International Labour Office (United States distributor, World Peace 
Foundation, 40 Mount Vernon Street, Boston, Massachusetts) has issued 
Studies and Reports, Series K. (Agriculture) No. 11, Collective Agreements 
in Agriculture (pp. 122, 75c.); and Series M (Social Insurance) No. 9, 
Non-Contributory Pensions (pp. 140, 75c.‘. Also Methods of Providing Rest 
and Alternation of Shifts in Automatic Sheet-Glass Works (pp. 68). 


Public Utilities 


The following annual reports have been received: 

Reports of the Board of Public Utility Commissioners of the State of New 
Jersey, July 12, 1928 to April 8, 1930 (Trenton, 1932, pp. 574). 

Statistics of Utilities, Private and Municipal, of the State of New Jersey 
for the Year 1931 (Trenton, pp. 159). 

Twentieth Annual Report of the Public Utilities Commission of the State 
of Rhode Island for the Year Ending December 31, 1931 (Providence, 1932, 
yp. 307). 

" Veskeal Annual Report of the Public Service Commission of West Vir- 
ginia for the Period Beginning July 1, 1931, and Ended June 30, 1932 
Charleston, pp. 588). 


NOTES 


Professor Frank A. Fetter of Princeton University has been appointed 
chairman of the Nominating Committee of the American Economic Associa- 
TION for the year 1933. Nominations will be submitted at the next annual meet- 
ing. The Committee will be glad to receive suggestions as to officers. 


The following names have been added to the membership of the Americay 
Economic AssociATION since November 1: 


Beach, F. H., 722 S. Elm St., Champaign, III. 

Bergelin, J. O., 1211 Gardner Ave., Ann Arbor, Mich. 

Bermudez, J., 306 Haven House, Evanston, II. 

Bernstein, L. M., 404 Eddy St., Ithaca, N-Y. 

Bortz, N. M., Worcester Polytechnic Institute, Worcester, Mass. 
Branigan, E. S., Jr., [Thayer St., New York City. 

Buckley, L. F., 718 Corby Blvd., South Bend, Ind. 

Buttenheim, H. S., 470 Fourth Ave., New York City. 

Carter, C. W., 16779 Sunderland, Detroit, Mich. 

Chao, Mrs. S. C., 718 Monroe St., Ann Arbor, Mich. 

Cheyney, W. J., Rider ( ege, Trenton, N.J. 

Cover, V. D., 404 Commerce lg., Univ. of Illinois, Urbana, III. 

Day, E., The Bennett School, Millbrook, N.Y. 

Dodd, J. H., Teachers (¢ ege, Fredericksburg, Va. 

Ellerman, F. J.. New York Univ., University Heights, New York City. 
Ennis, W. D., Stevens Institute of Technology, Hoboken, N.J. 

Fairchild, M., 219 Roberts Rd., Bryn Mawr, Pa. 

Flatley, L. T., College of | nerce, University of Notre Dame, Notre Dame, Ind. 
Gambs, J. S., 455 Riverside Dr., New York City. 

Goss, B. C., 90 Trinity Pl., New York City. 

Hall, F. A., 187 Grove Ave., Woodbridge, N.J. 

Harrow, B., 51 Chambers St., New York City. 

Hidy, Mrs. M. E., Box 40, Norton, Mass. 

J affin, i 825 S. Tenth St., Newark, N.J. 

Jenks, L. H., 18 Weston Rd., Wellesley, Mass. 

Jordan, H. J., Young H Marshall. Mo. 

Kaplan, A. D., School of ¢ merce, University of Denver, Denver, Colo. 
Keough, R. C., 110 S. ¢ rine Ave., LaGrange, III. 

Koontz, H. D., 2724 Yale Station, New Haven, Conn. 

Lay, C. L., School of Bu imin., University of Texas, Austin, Tex. 
Liu, C., 55 Ellery St., ¢ ridge, Mass. 

MacDonald, L., New York Univ., Washington Square College, New York City. 
McGrath, L. P., Bilt H » Newark, N.J. 

McKnight, D. W., Apps , Allen and Hall, 55 Broadway, New York City. 
Mandeville, M. J., 316 C ree Bldg., University of Illinois, Urbana, II. 
Marshall, S. M., 245 W th St., New York City. 

Mautz, W. H., Dept. of I , Ohio State University, Columbus, Ohio. 
Mead, S. B., 128 Circu St., Saratoga Springs, N.Y. 

Mitchell, H. C., Jr., 3038 N« k St., N.W., Washington, D.C. 

Moore, L. C., 3333 Y Station, New Haven, Conn. 

Morris, H. L., Econ. Dept., Fisk University, Nashville, Tenn. 

Morss, N., 115 Commor lth, Boston, Mass. 

Muench, C., 1186 Orange St., S ul, Minn. 

Nichols, F., National ¢ 2 ter Co., Dayton, Ohio. 

Noble, C. V., Univ. of Florida, Agric. Exp. Station, Gainesville, Fla. 
O’Shea, V. J., 145 W. 88th St., New York City. 

Owens, D. E., Drake I ersity, Des Moines, Iowa. 

Powers, C. M., 815 Hackberry Ave., Modesto, Calif. 
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The American Statistical Association held a dinner meeting January 27, 
1933, for the discussion of “The Adequacy of Various Methods of Relieving 
the Unemployed.” Among the speakers were Corrington Gill, Federal Em- 
ployment Stabilization Board, Washington, D.C., Earl E. Muntz, New York 
University and Richard A. Lester, Princeton University. 


The Institute of World Affairs held its tenth session December 11-16 at 
tiverside, California. Among the papers dealing with economic subjects 
were: “Australia’s Economic Crisis,” by Frank A. Russell, Melbourne; 
“Economic Nationalism and the Paralysis of World Commerce,” by John R. 
Mez, University of Oregon; “World Economic Planning,” by H. F. Grady, 
University of California; and “Monetary Standards of Modern Nations,” 
by V. G. Sorrell, University of New Mexico. The proceedings will be avail- 


able at the University of International Relations, University Park, Los An- 


veles. California. 


The eleventh annual Pacific Coast Economic Conference was held at Stan- 
ford University, December 28-29. Sessions were devoted to the consideration 
of planning of industry under federal control; rationalization of industry 
through the efforts of the industries from within; unemployment relief and 
control of unemployment; and accounting methods and theory with special 
reference to income. Over 70 delegates from member institutions attended. 
Arrangements are being made for the publication of the proceedings. Com- 
munications may be addressed to B. F. Haley, executive head, Stanford 
University, California. 


The Southern Economic Association has elected the following officers: 
President, James B. Trant, Louisiana State University; Editor of publica- 
tions, M. H. Bryan, University of Georgia; Treasurer, R. P. Brooks, Uni- 
versity of Georgia; Secretary, Mercer G. Evans, Emory University. 


The Institut International de Statistique announces that Le Bulletin Men- 
suel will cease publication with the December issue, 1932. Beginning with 
April, 1933, there will be published a Revue Trimestrielle, under the direc- 
tion of M. Verrijn Stuart. 
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The American A n of University Teachers of Insurance was or. 
ganized in Cinci! + mber 28, 1932. Professor S. S. Huebner of the 
University of Pen 1 was elected president and Professor Frank G. 
Dickinson of the | »f Illinois, secretary-treasurer. The annual dues 
are $3.00. 


President Butler « lumbia University has announced the appointment 
of a commission to vestigate the economic crisis, particularly as to the 
technique of prod n and exchange. This commission consists of 17 mem- 
bers: 7 from Columbia University, 4 from other universities and 6 from 
students of economic nd public affairs who have no present academic as- 
sociation. The membership is constituted as follows: from Columbia Uni- 
versity—Robert M. Maclver, chairman, James W. Angell, Adolf A. Berle, 
Jr., John M. Clark, A r D. Gayer, Wesley C. Mitchell, and Leo Wolman: 
from other unive Alvin H. Hansen, University of Minnesota, James 
H. Rogers, Yale Un ty, Josef A. Schumpeter, Harvard University, Jacob 
Viner, University of icago; also, Benjamin M. Anderson, Chase Na 
tional Bank, Edmund E. Day, Rockefeller Foundation, Alvin Johnson, New 
School for Social R rch, Walter Lippmann, Herald-Tribune, Harlow §. 
Person, Taylor Sox eorge Soule, New Republic. 


The Simon N. | lowship of the American Academy of Political 
and Social Scien ; been conferred on Dr. Abram Lincoln Harris of 
Howard Universi Dr. Harris will finish a partly completed study of the 
relation of negro | institutions to business enterprise. 


The Employmen ibilization Research Institute of the University of 
Minnesota has begun publication of a monthly bulletin, Financial and 
Investment Reviex Mir ta Banks, the first number appearing in Sep- 
tember, 1932 (M polis, Russell A. Stevenson, director, subscription 
$4.00 per year). 


The School of B \dministration of the University of Arkansas has 
begun the issue of the Arkansas Business Bulletin. The bulletin is a monthly, 
and the first numbe peared in October, 1932. At present it is mimeo- 
graphed. 


The following n neerning the Brookings Institution and the Institute 
of Economics have | L re ved: 

Dr. Henry Erdman, professor of marketing in the Giannini Foundation 
of the University of fornia, is spending a half year’s sabbatical leave in 
Washington engag the study of recent developments in marketing and 
cooperative organ 

Dr. Tracy E. TI m, who has been on leave from Ohio State Univer 
sity as industrial analys he Bureau of the Census, will remain during the 
winter on appointm h the Institute of Economics. 

The following research projects have recently been completed: Ten Years 
of the Federal I1 Credit System, by Frieda Baird and C. L. Ben- 
ner; and American | n of Labor, by L. L. Lorwin. 

The following persons have been collaborating with Dr. H. G. Moulton 
in the study of the American transportation problem now in preparation in 


connection with the work of the National Transportation Committee: Frieda 
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Baird, Charles Dearing, Paul David, Wilfred Eldred, Ralph Fogg, C. O. 
Hardy, L. C. Hoeltzel, S. Kobe, R. L. Dewey, C. W. Eliot, 2nd, E. A. 
Lamke, A. L. Lee, Isador Lubin, F. W. Powell, P. R. Taylor, C. W. Tufts, 
and b. Whitaker. 


Professor R. D. Kilborne of Dartmouth College died October 12, 1932. 


Professor Thomas S. Adams of Yale University, president of the American 
Economic Association in 1927, died February 8, 1933. 


Appointments and Resignations 


Professor E. L. Bogart, head of the department of economics at the Uni- 
versity of Illinois, has been appointed by Governor Horner to the Commit- 
tee on Unemployment in Illinois. 


Julian S. Duncan is now a member of the faculty of St. John’s College 
at Annapolis, Maryland. 


Thomas Nixon Carver of Harvard University will be a visiting professor 
in the commerce-economics division of the 1933 summer session of the Uni- 
versity of Southern California. 


J. M. Clark of Columbia University is to be on leave for the spring ses- 
sion of 1938, spending the time in Europe. 


Professor W. C. Clark, director of courses in commerce and administra- 
tion at Queen’s University, has been appointed Deputy Minister of Finance 
for the Dominion of Canada. 


William Cox of Washington University will be a visiting professor in the 
commerce-economics division of the 1933 summer session of the University 
of Southern California. 


Edwin F. Gay of Harvard University has been granted leave of absence 
for the calendar year 1933. 


James H. Gilbert, head of the economics department at the University of 
Oregon, who was appointed a member of an Interim Legislative Commit- 
tecon Assessment and Taxation of Municipal Utilities, has acted as secretary 
and prepared a report which was transmitted to the Legislative Assembly 
early in January. The Committee recommends against the taxation of munici- 
pally owned plants. 


John Garfield de Gruchy was appointed acting assistant professor of com- 


mer 


ce and business administration at the University of Virginia for the year 


1932-33, 


Emory R. Johnson has resigned as dean of the Wharton School of Finance 
and Commerce at the University of Pennsylvania. 
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